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Tir;^AY/J^ 18, X978 

SwwiAii CoMMrrreB on Agino, ^ 



^IBihitteci m^t, puiikBnt^i^ recess* iiL10 a.in.H in room" 6226, 
Sena^ pffi(Vd 3B^ .■Fraik Church '(chairman) 



:|5;:^;J)icfeenv^ 

t "^illiam E. Oriol, staff director : David A. Affeldt^ 

P y^diief cbunsel; Gai^ tor operations ;. L^jti- 

iaS|v^iti4 directory David A. Eust, Tony Arroyos, 
;^ anid' Jeffrey staff members; llarjorie 

; J^'iFiim^y^^^^^ Madonna S. Pettit, research 

l^EfESna^ SENATOB FBAITK CHimCH/'CHAISlEAH 



^liSenator 



„ _ ;COT. The hear&ff will please come to orde^^^ _ 
My st^^^ Vnerthis iqprnirig becailse I judge bv yester- 

? flay's'^B^ niiich to talk about tpday^ with' both: la Cw^ 

^'meVM^^a^ expert, on our witiness.list^ But I 

> - : woiuid liKk to p^^ that yesterday's testimony imd the questioning 

M'>/pj^^ «wd fouiyiatix:^ for what may be the ppmarjr' poiht'to^ 
'^■^ di^ that question is: What iqabre should the 




« F :^ YesrerdaVj ^We l^eard compelling reasons for questioning tho current 

Nbi'ij it flies in the face o{ clearly foreseeable demographic changes, 
T v ^ indudihg ari of older persons at the same time that the 

V • perce^ in the work force is expected to decline. 

^^^^Ci^2i'&(niiQ of the dPfcrpest"growth will be among the very old, espe-^ 
dftJ^ or ofver. Both Secretary Califano and Dr. Jlarold Sliep-; 

; f T paTO;^^ yesterday, arid Dr. Sheppard said tbat 

# 'therbf^m persons over 80 by the year 25000, jor ab<>ut 1.7 - 

^ij.i£^ «ixidlKbn m « ' ; ' 

1^4-^ WUl jiyen alour-;gener^^ be able to provide support serv- 

Ixl? 4ces to the very elderiy of the year 2025 ? After :alj, if ciirreht trends 
ISKihold^ fli^ vieiy ^ild; pers<iis-of th^ period .will have fewer offspring.!^ .. 
;^;-;:"''.helti»;xiare& \ { 
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y^mm^^ tiam^ the question raised earlier Ulow dd we keep , 

' ^•'teStefetl ain glad that committee discussiorts with your 
V ,'J)epaK^^^^ to grapple.with that issu?, among 

ffeMotherB^thifi^brijiiig.^ ' . / , '.^ 

' .iJS#^SS<^ent and Trainine Kcport" of tl>e President, 
^ : iS^iedSaU/S muired by the CETA-Comprrfhensive Emplov- 
m-.v. ■' S^Sa&gXct of .19Y8-hiw a chapter, on older workers. At 

Sfi^e: Import says tlmt the sonior commflnijy 8ervicj_ 
■ ; ■ ^ntelo^^^TOgA funded through tKe Older Americans AJt but 
..C /ffin&dV the Department of Labor, offerod^^^^^ 

87.400 economi'callv disadlintaged persons aged ,55 and over. 1 hat 
: : Ser^s She aip to.moX thSn 47,000 at this time. Wo would like 
/- ; ■; .S^&^ifySTyoOTpelf, arefeatisfied with the growth of this pnrticu- 

; ■ - : ^^sSoffthe recent "Age ^Discrimination Report," togcthgtdoih.in. 
. , foS^SceiJfd fro committee 

: ' directors of wneral manpower projects, such as GET A. of ten^sa;^ 

thS do notSe to serve older workers because, after all, the^e. is title 

%;> ofSr^oS^WticipationinCETA,but:wcwouldlikc 

;;.:> . : - r View with respects to tms as well. • . , , . „„„ 

• • ^MrySecretary, I ask these questions now in the hopes that you may 

. r . deal withXSs^you wish during the presentation of your testimony ^ 

, f^wT^Sme you, tnd I invite you to proceed. ^ 

STATEMiarC OP HON. P. BAY MaLsHALL, SECKETARY, DEPART. 
M?*r OP LABOR, ACCOMPAOTED BY PETER HENIE, DEPUTY^ 

' Secretary-MAnsj^LvtL. Thank you, Mr. Chairinnn. ^ 

I am pleased to havethis opportunity to present to you mytestimony 
r: . on retii^ont iasps^a&e Employee Retitbmcnt Income f otfri^ Act, 

■which is dcsigneftc^Wect private pension funds so that they will.bc 
J- ' available for workers When they reach retirement age; and the Age 
.Discrimination in Employment Act, wJiich is designed to P^^ent dis- 
■ crimination agaipst Nvorkeis for reasons imrelated to their ability, tnat 

1? is, discrinlinatign because of age. ■, i u 'J!^^^^-rr,..'nt 

« : / That act alsAi Requires that we attempt to help older workers meet 

^ ' ^ the emplOTmentproblems thev face and to see employers develop pro- 
:^.;:.-....oS^SSSjik^tter.;use of older workers. We are; in addition, re- 

sponsible for the Comprehensive Employment and. Training. Act, 



I '^:^£^.i::mn}k ^kk^Mti^^i^t tixt^iit i^ that 



^iWM& to ypto, but ^ot me highliriit • 
wvl<Sww'*M» wvnn^ earlier ages. In 
JJl Untl over were in the labor forc.e. By 
t6. 20 t)ercent. There have been leaa dr a- 



•ill:' 



f mai^reSdn ior ttoii^ retire at carUer 

(»t6? ot>Jbrtu^<^9r^^ we Social Security Act now 



iiile for pbople io eject beneHts at 62. The evidence inda- 
^ttoefttsivailablei^^^ »^^^^^y.^?!^"^ AvL^ 

MMowdif^ 197fi\iollars, to $207 in JDTB. 

%«l96fc for social security received 

l4neftt8;By.l^^ .\ 
■ ■ ■'''^^^t^^ eairie time, there h^s been a rapid eixpansion of private pcn- 
- flibii ajails. In I960, there were about 1.8 million beneficiaries in these 
m billion. By, 1975; there were TtaiN 

■ fifm'betteficiiries and these beneficiaries received $14.8 billion. Kight 
noW, lustTiibout orie-half of all private tyage and salary wotkeFs in the 
Anfcncatt^w^ 

^ASsSier significant par^ is that alarger and larger 

number of pept^te retire afid p|rti«ipate in social security^ plus some 
n: other retSbementplanvSodftl Administration data show that 

ih 1977, 80 percent of ma"|lrypouple^ and 16 percent Qf nonmamed 
pfeifeo^ receiving social benefits; The fig^^es are 

Wgher f br^ with 40 percent of the 

:cowples and 2]5^5|g^ individuals participating in social security 

idso receive p«,yki^ 
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Persistence op PoVertt. 

'Vl think it is fair to say that ,witii social security,>nd witK the,ex- 
'« pansion of private pension plans, older-Americans today^ are much 
more fortunate than their predecessors. They are retiring with greater ^ 
A iSnandal security than ever before. However, too many Americans .past 
^ 60 are not finaiicially selcure. While we have done much to eliminate 
•" poverty among ^older people, it is still a serious pbblem in terms of the 
' number of people involved, even if less dramatiCjin terms of percent- 
ages of people involved. * ^ ^ 

\ : Your interpretation of this 'j^articular problem depends upon the 
^ estimate-that you use. The official poverty level is about $2,70(rf or qne 

person oter 65, and $3,400 for nn aged couple in 1976. Using this for- . 
^ injala> the nuinber of older persons with incomes^ below the level may 

bcLas low as 1 jrnillioh, <ff less than 5 peni^ 

%BLS f anally budfiets pro^de an alternative meffsuVe of living costs "for^ 
■ retired persons. m uAan areas. In 1976, the lower leveL budget was 

>abOut $4^700 for a ifetired couple— nearly 40 percent liigher than the^ 

the number of older^AjnericansV 
: faUingoelow this lefel may be asliigh as 3 million, or alnijst 15 per- \ 

cent of those persons over 65. < ^ 
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It is imDortant to ask who arc these poonlo who ftrc below th'o BLS 
lowlAwrbSiClind thoy tend to fill in two categories One con- 
Eof pefapWti nrpri^^^^^ pension plana. The other "to t^^^^^^^^^ 
Svinff bSneflts frohi private pension plans which arc not protected 
S^bwffnflWion so thaf the longer they arc retired th^ less valuabjo 



^^hl^^.t^oSS'b ^tweeh wage and .alary levets part.c.pa- 
tipn in private pension plans so th'at wprldjrs with verv low levels, of 
iicome are less^Akely to have coverage than workers with higher leve^H. 

The second category consists of thoSe'people who are foicccl to re- 
tiro from tte work force becauSb of various personal or physical condi- 
tions. We are, therefore, left with a challenging problem of providing 
.for active participation of older workers m the work ioijce well into 
their sixties and beyond. It seems to me.that one of the most important 
challenges that wo face is not i«st to make workers secure m their 
retirement but to make it po8.siblo f or.lhem to have fuller employment 
at higher earnings if they want to continue. 

CnANOK^ TiiB ADEA ^ , ^ ^ 

■ Now there are a number of laws and prograpis designed to help older ; 
Americans, and I would like to mention just a few of thcsg^^Ji^np Uiat . 
we are responsible for is the Age Discriminalion in Lmp^o};ment Act, 
•which is a major tool iov assuring older workers of their job rights,^ 
Now tlie purposes of ADEA are threefold : (1) To promote cmp by- , 
menf of older pXirsons based on their ability rather than age ; (2) to 
prohihit arbitrarv age discrimination in eipploymcnt; and (3) to help - . 
employfers and .workers find ways of meeting problems arising from 
the impact of age on employment. ^ j • .a .ji r 

As you know, under the ADEA amendments enacted m Apnl of tins 
year, protection under the act haSbeen extended by barring mundatory 
retirxj^ent ih private industry before- ajre 70, beginning Januarv 1, 
1979. Underrthe original act, employees in privaTyj industry could bo 
mandatorily retired at age 65. -However, as of -September 30 of this 
year. ADE'A Coverage for Federal employees will apply, without arf 
upper age limit, and an age 70 mandatory retirefnent requirement will 
be repealed. The ei^forcement provisions of the, act are also strengtli- 

* eried by the 1978 amendnients. Work opportunities for older workers • 
will be opcpanded greatly by the amendments, especially for those who . 

_ WSuld have faced mandatory retirement at age 05 and desire to. con- , , 

~ tinue working. V ( . . , . , . • ^i, -a * „*4! i 

The Departmbnt^of TLabor/S also required to examine the effect of (o 
raising ±he upgefffgd hmit fn the act from age C5To 70 with a view - 

'to determining /the ieasibility of raising the limit further or plimj 
inating it in the future. We arc roqmred to report to the PreaKlent ^ 
and the Concrekon this study on an-intcium basis by January 1, 1981,. - 

* and to subnut a final report by January 1,1982. ^ >• — i 

" u /I ' - . C 

• An AaiNO PorraL^TipK " • , j*. 

^ /■ f ■ — - " - ■ ) ' . . . ' 

JChe issues of iiteofae adequacy {ind employment^options.for oldeN- 
iCmericans will bccoi^ more acute fts tolddr persons become a larger 
and larger share of the totaljjopulation. N ■ ' 
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i;:. :v tjO note that this proooas wm take placi ffradudlly 

J^J^m a century. OmtenUy, the 28 million, 

mott ana wamea oyet,Mrsm4kei up about ll fpercent of the populo,- 
r their httmbers will increase to 88 miUioih- 

jmwona' Oy^riei^ of the projected total popitlation. 

,f *]U8 fttOTvm have* far-reaching elTecta on society and social 
UiatitUUpni^j It^^ placii^ ajbremendcoas burden oq the social security 
/lysteiA' and .therefore, on- 1^^^ younger, working ' population. In 
strengthi^inglthe^flnanoipg ^o the social security system in.lOT'?, 
Uongrara mand^ in the payroll tax fr9m 12.1 in 107* 

to 16.8 perc^t: in Given, current actt/arial projections, th|Q tax 
rote will h(yrc\to bp increased by an> Additional 4 peweptage pofcts 
b}^085ih order to maintain 'the Efystere/'s solvency and proj^tedlblp- 
**w^®y*^* PiS^'^'^^W'^^ kripwledge, of courspflaffords us time for con- 
sidering other approaches. The adfhinistfotors of public employee 
pensiOps suppQrted by tax revenues, and of some underfunded private 
plans, must cpine to g^ps jwith^tt 

J The.impactr of these changes will be mitigated by two factors. One 
18 the indjreased pfirticipation of women in the labor force resulting 
in incre^d revenues for tlje social security and public treasuries. 
The secbnd is the relative decline in the youth population, which may 
result m slower growth in school and other cnild -oriented expendi* 
tures. One way of expressing /these factor^ is'lhrough the so-called 
/^dependency ratio^V "which Smnotes the avera^ number of 'non- 
workers who jmust be siipportedf^ by each worker, ^his ratio is expected 
. to decline from its current level ox about 80 children and aged persons 
per 10Q,adults betTwn aO i^d 64, to bnly 70 per 100 by the start of 
the neit century. At that point, though, it will begih to risjd once 
more, passing the 80 per 100 mark dgaid^by about 2025.« Thejextent 
to which thes^ factors will mitigate the problem posed by ah aging 
population cannot be accuratiely predicted at this time. ^ ^ ' 

, TKbse trends, however, lend greater urgency to the necessity of - 
expanding the employment options of the aged. It wijl be increas- 
iri)2jly difficult fbr all older* Americans to experience a comfortable 
retirement if we depend primarily on. "tjransier" systems supported 
by smsTller cohorts of younger workers. And yet, the prospect pf an 
expanding older population alsdshas its optimistic aspects. As the 
current low. birthrate* makes itselrJelt in the labor markets of the 
.£u£ure^ the skills and contributions bf older workers will be irilreas- ^ 
ingiy so)ight. Employers will find" themselves competing for the 
services of ol der liEQrkers, possibly Ridding up wages and accommodat- 
ihg iheir, desii^ fOTNpriore flexible work schedules. As employers take 
a positive approach in whicTi thfey recognize' the worth of their older 
employees^ the ultimate result will be wider opportunities and more 
cooperative relations amotfgdjffferen^ age group^^ 

J ; V^ ' * , CuiuiENT DOL Efforts * . * 

The Department ot^ Labor is actiWly seekin/nr to* meet the present 
and futurji needs ^ older Americans. Our current activities^flect 
two majjor qpucemsT ^ . . ^ . 
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to moi^ accurately target 

foweliint; SSlthe development of aW of local procodon^s. The act 
• l^SISS older^orkep^n terms of increased job opportun^t cfl n« ( 
iwJl^roBmDlovraent, on-the-job gams, and back wngcs. As a result of 

Srte KSe S stre^gthrn ojir ^'"^"^.^^fffi'o'iS^ 
$10 mifion monetary compensation was found due to 1,943 indi 
tddtial8WUlib4<^66 croup dunnc fiscal year 1077. ^ 

w5 arS^wTorlnnir to develop polici«S6 for the implementation of 
ATJiendmS S the ADE^'jVhile ^nf^o^t rjs^^^^^^^ 
W • for the act's prohibitions against ago discrimination will bo transforrea 
to Se- Equal Employment Opportunity Commis^^^^ 
Julyl, mS, we will continue to exert full enforcement efforts on tins 

\ ^tTiSr^nr 'K^^m^^^^^^^^^^^ to be tl. i™ibnity of the 
■\ ijenSSSSt Sf Labor. We currently have an iinfiolicited proposal 
\ - SJe/^Si deJatioh that would implement the ^"dy "Junement 
V imder section 6 of the act concerning the upper ago limit. We are 
\ d^teSnSS to have Jhe study "^Jerwty .as expeditiously as possible^ 
\ -We also have a continuing responsibility under section » of the 
• \ A^At^undIrtakeandpromoterescarbh^v\thn^M.e^vto« 

\ Tiere to tiie employment of older persons and to d'sseminate the find-. 
\£S^(>f rtSdies anci other materials to promote the employment of oIcIqt 
^fa(£ Onrarea that may prpve worthy of future research is tl.b 
SS^bf fl^ibWork arrang^ments,for,ofder employees. Old^r woil^. 
eKo^d Co ate chance*'to "ease into" retircmen1>-to. eontiO^^- 
wdrSe at rewaXg jobs on a part-time ornftrt-year basis, if th^y 
pffiKptoySrs idliAly should provide^riiill menu of PpWons for . 
the «ldef!«mploVee : cliinued fulf-time work, regular part tunCj tem- 
ioifiv Slbackfjmd consulting relationship. Community work is vet 
Kh^rlSea in wh^^ 

"^mie also involved more directly in providing eniployment oppof- 
t^tie^to older Americans. For example, we are «f "g^d witli the 
SiniBtktion of title IX of the blder Americans Act^mor com. 
Sitv service employment program. Under .this program, meaning- 
' SiSSe employment is provided to low income, older workers. 
TTiftS- work^toQches on a variety of community activities and func- 
tioSi ^ ZddS participaSs receive substantfal supportive services.' 
V S gSte Vct^d *° provider 47 500 job .opportumt.es to 

older workers during the progtam year starting j;uly .1, 1978. 
.. ... J*S^^Sti^lifl^ widVl of CETA provide valuable pjiblic 

. " M;Sw^p&ni«nt,'tta(ning, and comprehensive services to old^ 
Sricana. dETA is estimated. to have helped more than 98,(K)0 
. ^SHder tiJan age 55 during 1977. Some-of the most sviccessful 
projects have ii^olved senior citizens rendering services to other sen- 
■ lor citizens. 7j^: • * * . ' 
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MiSnfennM, I wftnt to Miuro you that tho probUiVH p' 
AmerioMi M« of tho utmolt concern to the DM)»rtmontt)f 1^*""^; 
aSdevOtlann ever Inorearing amount of offbrt to ftddrcssmir thoHo 
• matters. BMdrcement of the ag« diicriminaUon provisions and pro- 
pwwo^rihg jo^ luid training to ol deiMiyoFkers-pmv4de-s ii\^f^t i i»'-o 

^Socorid, tho*Dopartmont is concerned with insuring a conifortnblo 
retirement for tlioee older persons who httvo chosen to loaVo the liU»or 

' " !^TWli is Partly in connection with our concorn.for the Old Arc Sur- 
• ^ Vivor Disability and Health Insurance Trust Filha and thoir si^cimt/^ 
*but also in connection with the private pension plnns under tlio Em- 
ployee Retirentont Income Security 'Act of 1074, Through acgrcaflivoly 
enlbrcinff our mandate under the Employee Retirement Income We- 
5a- iSLh AVArv th\r\tf wft pftii ID lliQ DenArtmont to 




WOTkers have a vested right to a pension where no such right Vxisted 
before. FurthermbrQ, all workers covered by privftto, pension plans nro 
protected against careless or nnscrnpulos ftdmmisfcration, and tlioso 
who participate in define^ benefit plans have their vested benefits guar- 
anteed by the Pension Benefit Guaranty Corporation. . ; i 

* As part, of its ERISA mandate, tlie Department is particularly 
interested in eliminatiiig abuses in the private pension system. Cou- 
grjft^ional hearings preceding ERISAs uncovered many instances, 
•where individuals who had expected to retire comfortably with dig- 
nity, found they Would not receive the benefits they believed they had 
•earned. Among the- major reasons of this were inadequate funding 
and misunderstandings about expected benefits. The iJepartment is- 
focusing its current efforts on eliminating mismavwigcment and mis- 
understandings by a combination df enforccmeutactivities and public 
cdu(fation efforts.' We feel that; duo in part to our efforts, plan par- 
ticipants have a better understanding of their rights under their plans- 

' arid thp act. Furthermore, the Department's active enforcement nro- 

.gram is working toward insuring thaf assets in private pension plans 
aVe used for the excliisive benefit of all plan participants and 

^ benteficiaries. . * 

Another aspect of the Department's work in this area is the variety 
of public, service .employment programs providing services to the 
elderly community, primarily under title Vl of the Gomprehens,ive 
Employment and Training Act. Examples of the inany innovative 
projects supported under this title range from a Wisconsin program 
auned at proteJting the elderly from unscrupulous insurance sales 
tactics to a Washington effort helping senior citizens apply for exemp- 
tions from utility surcharges. ' 

We also have a number of programs under which CI5TA workers 
provide home health care to older workers. We think that these are 
soine of the most effective of the CETA programs that we have. 

11 ' --^ , 




Option". f;7oidor -orke«i. m ^^^^^^^^^ 
lo'gislation recently ptt««ccl by the 1 Ioi ho 'V ' '^'"^^^^ opi^ortuniticB ' 

time employment in tho Fodcml<3ov^^^^^ cnronrnRinp private 

Third : Increwinp aj^ntion ''^ a?rnnc'''ncnt8 for older \ 

>mployerflto.proyi^« a wider j^^^^^^ l,^^,,,,^ to 

Dn tho ifiSUM discussed today. 

nt this time as hcrhas another engagement. 

STATEMEirt BY SENATOR CHARLES H: PERCY 
Senator Wr. Thank ymi^^e^ntor Chnrch. Sonn.or Chiles nnd I 
'«p:.^1^^^^^^^ Secretary Ma.. 

5iirotSeS pC^ the tol.phest. problems now f ncmg 

lire semiraiwciwiii 1 . j-y^^^ ^^^^ t],„„ almost 

;;V'^t^hL*tw be^inT?- Congress. The work of your 

'^nlTaV^St'^^^^^^^^ the genenvlly not«K^«ct;gnt 

nemf ^^^^^^ 

tefacji^it wTth^ tli^ve mad^ a plan fe> 

S aSXv atS generally pretty w*ll organized people anv- 
w^v-wJiaJ^ wU^cy woul^ Ufc retiriTso soon. .They are. ready 
- ffit wS^ejr W built-up a lifetime of actrv.t.es outside the. 
Btructure of wotK. *' ." x 




; Se^^^^ think that it is ajrobleml Senator 

- I^ one that rmentioried. That 

\ igjitia^ for retirementjWn terms 

V biSavin^ Qj^ucat^d ^feEQselves,;are the same people-whorhave.tt^ 

^ ^.^^^^ . 

. / for^^^r^^ to. be . also those people who havo more 'financial 

security. Lower incraie workers are less likely to do that.:^ \ 
I think thait we pijght to first ,tiy to do everything we can to proviHe 
. for steadier income and ^tiiployment for people and to insure that they 
, will be able to work;; I tiWnk th mandatory retirements 

. will be J>eniBficial in^^^ wa^also lieed to help people pre- 

pare psychologically fbr retirement. 
■ * Let me ask Mr. Henle to comment on what we Imbw about, the pro- 
grams that have been undertaken.by various people- 
Mr. EteiNLB. Well, we da not have an inventory of such programs, 
but we do have a couple of examples that have come to our at^ntion 
in your own area. Continental Illinois Bank has a special program 
" which affects aboiit 850 part-tiitiers out of a total wodc'fw'ce of 8,500. 
Half of these part-timiBrs are pyer 65. The bank has been using part- . 
timers successnilly^for over a decade, ■ ■ " " 

Anotiier example we have been given information about is North- 
rop but in California. This, is an arrangement for about 300 retirees, . 
/ including machinists and accountants, during' peak work periods. 
They can be called back to work for up to 60 days. So it is those hdrids 
of arrangements that we would like to promote and see given more 
publicity to encourage others to follow. 

. Senator PtoRor. C&e.last^tem that w© also discussed with Secretary 
. Calif ano. I would ho^e tmt the. Depart of Labor could address 
itself to the^ problem o<p^ people .65 and over who are disillu- 
sioned with medicare ahcTmetMcaid because they have been led to be- 
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^mliP^your D^^^ aroimd the 



. - ^f-^A ^ra6r aides program, the; green 



> i " , . - ^„i„ -t>,nt ftii criticizing this or that, but I 

a better retum.tiiat we are gettmg ^-^^ \,rbadening of those 

< hope, that; t^;>PP^^ 
>' ^ • Drograms. tlhink they "ave ;*remenaoub aup^^ worked m 

- v^ V - Mabshai*^^ h is ^Ver^^ood program . 

; •aibsel>rbgratos wsd^ S^SSiK S SiJnext ^st tfcthat 
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fiir their time^ 



i^Si^^Kr^^££S^^ ^e^wbrk: that: geta^dooevbe^^ 

^l^iiq^to^^^ g^t & sense of ful- 

|b^^^|f fimhen have had .people tell 

IpiS&ine^ we di^'t p^ themr ' 

P(^ffl^^ than tlxe hours; we &T& p\ 

f^irt Jtoi^^^^ those rprpCT there are a few senior aides 

/' ^ v v w::2^^^^ xC^L- ^i. _ ^j^^^ pure volun- 

' have to have the molie^^v 
it of the p^ogram»?^ So. lt 
ji^alsK^^^^^ greater number of participants 

■ ^'^'ciiis^^ and many of them are not being paid, 

^^just>p^ , : ■ 




section 215 
langu^ger^aseS 



>rQyides;fot 



::0-^I.als& w bring to ^oi^rs^ntion the larig^ in 

• V Cpf^f^^ G!ETkT)ill. Tfhat particflar langi 

;)v;i&ipii li^ ^dr 

workers are currently Imderseinred * 
i: )^ call that section to your attention, jJtf it 

sui^Ve^ out of the conference. I think, as you 

^i|V;saidyin^^ 

'^''^^-^^^^ needs of our elderly and thaf this languiBige would 

; that as a part^pf CETA* 

y X will be able to follow that, if we citn have / 

^^vlmat exacted as part ^^^^^ of CETA. 

c>.:§ecretery^ that we need the tftrgeteii* 

i.t.___-t_ ^LT._x m have mentioned, but we'also 
older workers. It now provides 
. ^ in fiscal year 1977, and we think 

ithat— ^as the oyei^U level of unemployment declihe&-^the participation 
by old^r workers in t^^ should and probably will inc%ase. 

: / Seimtbr ' CH^ / 

in your testimony^ some^^ 
qilestions occiOTed t^^ me, and I would like t6 go back to your testi- 
"inony and ask t^em. ^ / ♦ 

Secretaiy / 

;QlT3ESTrON8 OS PRIVATE PENSIONS 

Senator Chtjbch. On page 3, ^ou speak of private pension plans 
and you say, "By 1975, $i4.8 billion were paid to 7 million beneficiaries 
of the private plans." Then you sayj "An estimated 47^ercent of 
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r^^iSybi^ so thatmoniay is 

lit^S^pia^^^^ retired; -\ ^ : " \ 

icg^:^^iS0^ifcr GBfDROB^^ Novp^tke otlierisentence' They are amply covered, >; 
? ¥ Tra^ mimoii bener ; ^ 

^^;:fii^^ month ayerage. 

• 1^ those private pension plans 

r &^v^^ big ioajoHty of benefi'ciaries . 

Tiiide^^^ <]^ans may, be gettin^even less, perhaps wn^dT 

ji^^^^^ that these plans typically make no provision ' 

V f or c6st^6f-U^ increases-r-that is, for the inflation— itf clearly under- 
scores the fact Siat the social: security system iii^e main reliance <Jf 

• nearly everybody, ^ d it? 

y: '><^SeCT^tfti^ Yes; and especially lower injcome workers. 

Se^ record should show that 7 out of \ 

'^^^^ in thi^ country^nd one out of twOj 

• on soKjial security for over half ot 
: t^^ ffllbugh dalalo tell^this committee whethi?r 

pii^at^ inisuriarice prbgramS: are goirij^ to plfiy an mcreasingly 
mpbrt^ to be revised in ways that will n^ake 

thenl 'l^^ ^gy fl^r© goina to play a less important role-nsven 
-liKSs^ m ihaii they play today looking to the future?. ; 

^ Secretary M think if we look W the future, theire are a 

ntimber of things that are fairly clear. One is that the passage of 
EKISA has greatly strengthened the . funds. It has .also caused , a 
■ number of the' funds to go out of existence, because if tiiey are not 
' actuarily' sound* they, comd not meet the requirements hi ERISAs 
Many others cited poor economic ""conditions as the cause for their 
"'ternunation. - ; ' ' \ ' ' ' 

. We have done evferjrthing we can to try to . minimize^ the costs of 
meeting the requirements of ERISA. I^thinlc the pensbn funds. in . 
; .t^ be ^under than they have been in the past 

. fmd .that when workers get ready to' retire^ they will have more secu- 
. rit^. would tend to know that* tijose funds have been protected 
; . as miidh as i)ossibIe. . \ . , 

I tl\ink' there ^wiU . be greater reliance on private pension funds m 
■ - the J^fure than now. I.tEink, though, that we have got a lofcof work 
^ f ta^^^itqm the. public policy perspective, to look at the acjbuarialf^ 
: soimdness of thiese p^ 

•'ih tKeVDeparfarieht of Labor because we ar6 responsible for iESR^SA* 
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4 i^^^ Benefit Gfuaralnty 

i^i^i^^e^eia^^ relation- 
;HsSij^l^?^w^ funds. ^1 these things ^ * 

^ :*r;Sfe^ connection yesterday, Sec- . 

"^rretaigr^^j^i^ e^ploj^er pension plans 

is bperift d[?^^ <mf^ii6n;^v^^ quote^ now fi^nr his teatimcny. - In 
ij976<' IfEbiiities between $243 

&; aix)iit : Federal ^pensions. That vroulS be th& 

£- 3^^ ptIierirjPtiose are the principal ones'./ 

Vr* : i< Fprysiate autf plans; the estimate is ljet<Veen $100 ajid $270 biUion. 

' T*ie eStlfliate for:ii|^ is roughly $200 bililon. Together, these Unfunded 

. *llAr>iUtiS^^may^TO debt of m6r6 than $600 billion, Ten of the « 
:^ ^lteg<»^t in ^America have unfunded . pension liabllltjtes 

; eQuai'toJS^TB^^ net worth ; seven of theip have unfunded UabiU- 

' ^ , tie»^^ market value of the common aytockr # 

riot just living 

■^-in-tispai>;fo S • 

j ?^ Secijetkry Ma^ me say I thinkit is important to make the 

^■idistinWori^^^ 
ei^ient piogra^^ 

They are^^ri fidly fimdied in the^smse that they d9 npt accumulate. ' 
N'qpjje the Government will not default on its . ' 

pieri|iOT|rT>laM.^^^^^^^ kriow if that is a valid assumption, but it is one 
;::\:tliatii^feen.n]ri^ ■■■ '''-\-^--\ 

^ problem cone private pensjon plans is the degree to 

^> which ^ these pl^ liy fuiided. This is a very difiic^lt area. "W^e r 

' have of it. Using, different actuarial 

, niethddsf about *the size of j;" 

■ C itnf undM Ka^ / . 

^J; There is no question that is a serious problem, but I think it requires 
•^' very tax^^ It is easy to exaggerate it. It is easy to use some . 

acttran^ make.it look. like the funds are not as sound a3 

:. they reHly a of ^their ability to pay off . their obligations. 

4 - ' : Funding ItESppNstBiLiTiEs ' | 

■We hav^ initiated review of. this problem of calculating funding 
rcgpprtsibilities. We^^^^ be publishing in the Federal Register a pro- 
^. po^al for calculating perision fimd liability on a uniformlind reliable 
V basis. One of the reasons for the disagreement among people these days 
is because of different ways in making the calculations. S6T conclude 
; thafvyes, underfu^^^ is a serious problem. We do heedjto pay par- 
:; ticular attention to the soundness of these funds as well as |heir overall 

.econqmic impact on the society and the impact on the individual. 
; Senator CHintCH. Under ERISA, yoti were charged with the re- 

■ sporisibility of reviewing; private pension programs and asceiiaining 
whether or not they were sound. What happens in a given case if . you 

' deteniiine that a pension plan is unsound, that it is unreliable, and will 
' riot, in ail likelihood, pay out as promised ? 

86^111—70^ — ^ . 
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iisapprojpriated ? ^ 
oryc 



ti^^Mdi^ W msunng the fi duciary pro- 

■''Tifflcni^^ to xio Office >^ ^^Ti^ l^'^'^'^^-.^ 
: to rei^^ fl^e control ofth^ trustees of 

JS^^ators^ ^nd second, ti7,tl^^ 

t^icjmd^^ to. th^ JusticS p^QXtinent^or 

■ 'S^sSdiS Qf*^fe ha^ to do^with mismft^m^^nt My 

^ti^estipnrelate^lio «psoim(^^;^^ in-; 

^i^jpSiiie i|:Ql>^^ to ifieet the obhgatibn. Do any- 

- ^^^S^iretary MAwrfAT:T&In^aiosfe cases, the mam respftnsitohtyis^witn . 
^aES, and feat the m of the^fund's^x exemption. IBS can . 



ftfeo ^ievy jui excise '^S^ an underfunded plan. 
Senator CmjRCH:.VIs^^^t^^^^ 

' Secretary MABSHiiJ^^^T^ main sanctions. Now, of course, 

a r^Uy difficult qu Government would be to determine 

wiieHer &T M^^^ , to c* V 

V Senator C any case where the 1K> Has 

actuaUy taken that idmd of ad^^^^ ' . l - ^ 

^ ^ Seci'etary Maksha'^ they have taken the first steps to 

;withdraw the tax quaMc the Central States Fund, but have 

withheld^t^ of the current effort by both agencies to^ 

reqmre'thepla^ , r r- ^ 

>^ me see what Mr. Henle knows. Do you know of casps. whef e the 
IBS has vfithdrawni jax^^^^ status because of uns^tiiKtness of the 

r. HENiiE^^^ t^ey didnl take that action in the Central States 
case because of the t^^^^ . " . / .i,'7^. 

* Secretary MARS^^id^ 4lia£ was in connection with violations of n- 
•■ duwary responsibifi^^^ answer to that. I don't Imow 

what action IKSmiM^^ . " ' .* 

Senator GHTJRO^;^^iw-B^ an interestm^r statemenjr^Hfew muiutes 

• aff6^^M^^^ Gct^jnment pensions may 
■ uisiifficiently funded, one assumes tJiat the* ©oveniment. will honor 

the dbKgatiohrby^^ money to meet Jhe need oh 

a year-to-year basis, and the pension obligation will be honored. 
' ^ Grating th^fassto certairJy: Congress has undertaken to 

feaieguard the^i^ system by the action taken last^year. 

Granted thftt: assumption may be yalid where Government needs are 
NibncQriaed. iiAw«T7Ar>Vnn<!5ivr!K* RRsiimVition that can teallv be 
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howeveti^'holisUcK assumption that can teally be 



tqbA^ concerned. ^ 

r'Secrefaoy^ except the safeguards we do 

have uiider EBISX. ' ^ . ; - . 

Sehattor CHtrtibH. Are those siafeguards related only to management? 

Secret^' ;i^i^pAix. No, EBIS A contains ininimum fundinjg re- 
qiiirem^ts:^r¥£frTaw als^ provides 'safeguards if the fimd is termi- 
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Mp^^^i^ti^m^^ has r^roon^ to pay 

|t?:^-;itl]^i>Efl^^ the' nnuti- 

?eS^^ aut<ftnatically 

?SS^^lnSfltie^^ be automatic until July of 

h ;v .V f ^HEirtk ]^ ptbcess of providing acqountirtg or 



t^ if^ftiPli^ is not axipmiatic, 

i^^f;:.: isles^ disuagre^ about evaluating vested bene- 

g^^%:fifc3,S;^^ viested bpnefits axe the benefits that| 

0i^ 0;^G^^ as of i given: moment^^ if that firmj say, 

fei '^isa as I understand it, with 

P^SENiga^ that the priT^e pension ^steiri is reafly , 

|||l^y v; 

^Sf0^lfhi^yp^ ^sted liabilities ot vested beniefits 

frS\^^iitaiih^i^ ai« imakide Assui^ about 

i^l^^Mea^SwiU stay/iuitil liiejh^ eligible for veste^ benefit. You have 

rate of return you are ^iiig to 

fee^i?!^li3^fee^ have to consider the^ 

^^twBi^ver flmqh^ really gietinto the; 

i «iilm 6^^^^^^ the poin^ where some vcay 

/a^lbfiti^^ to be iiiaae. That is why the I^pajlment 

is m^^ require some miiform methods for actuaries 



luation. 



;Se^^ In September ^1977j.PBGC's report raii^^^ 

/ /.concern /oviB^ of multiemployer planls.r The 

• Congress deferred ma^daJtory coverage tintil jidy 1,*1979, an^rdered ' 
the PBGQ to jprepare a compr^ensive repdrt on the situiatfoiii. That. 

" import/ just rele^ tfiat^out 160 of the 2,000 midjfiemployer 

- < plans were ex|)erien9ing finanbidpifficulties serious enough tb threiaten 

sdlrency w^Uun^the n decade. All of these plans had penfiSon bene^. . 

- vfits totali]^ who would be affected^ 
^Tiiisi jPSjEfC mad^ no r^ponse to the Congress concerning this situa- 

• tion/"^7nat do we do a^ . / 

v :- " Secretary MarsttAtj,, There are a lot of things. Whiit .'the report 
attempted to do was to explore the options rather than make the rec- 
ommendations, We ^thoug^ wa^4nqjortant to have a debate to look 
:^ at the liresent termination requirements ito see if they really made 
sens^e; Sometimes the pr:esent termination ^^eqilifements make, it diffi* 
cult for. the jfiilll to continue to ba solvent and to pay the^peinsipris. It* 
might be better to /change the 30-percent lijability rule and to 'con- 
tinue;ierc^ the firm can pay. 

>^;^^.fl|^wi^^ pay some attention to the premiums if 

'^e:a^]^^..goiIlg to b^se this on an^insurance principle. There are a lot 
of things that can be done, both with respect to th/e premiums paid 
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tife^^^ for 



iiiil^^^^^^g^i^^exiAored'iii:the PBGC ^port^U 

W:::£kbB^^^mmmf^^ sunply car^ij^ut theJetter^f^ 

^/V ^i: the 1^ :whi^ ^gi^fc^ot^l^a^s;^und & way to proceed as others that 

'"'^^S&atoiSCSBttT^^ '^''^^ 

:ySpa^C5at^^ yourrexpenoice to date ? Have you 

collected prem i I , 




-^vrS^w*^^ inipi^pssipA that I get from stiidying tlh 

: ; ; ^ to $ipgle lemployers we Jiave very little 





9: 



„loyeri>i£Hpis:*;xne assumption ^as J ... 
Jtarg0:.^m coalmining 
^akd construction t-v^^ 

'';i!tctuaUy, it i^^^ the reverse. Because declining in- ■ 

tries andj to some eitent,^jpecausfe 6f the prcicedures adopted for the 
i 'miWtie^^ Soipe employes. wiKl^^ to withdraw from .the , 

• diooSe not join Jh|^to^ 

have to assume that. Habilit^ pf otfer efmpiPIPrs ivhich^were unable to 
s iund thdr share of veaSted benefits. TChose are the Idfcds of thin^ that 
we. think we may have to. change iii brdet to deal effectively with the 
■^.multiemployfi^la^ / : ^ 

" ^l^enator CHiniGH^^^^irTce^ solve the mTjltiertiployer plkn this 

» J Wrning—^xcept;*^^ orqblems^let'^^ back to the sing^^ ^ 

V; employer plarisv^ow maiiy^of thefee single emp^ei^ come under tHi&» 
" r;. :;'^ andvcari you tell me *wlw^ not it is; ^ volim^jry . matter v 

n : or whether it is sbmethiiig else. ^ - O ^V ■ 

" : . Secretary Maksh;^. I thirik.we have some statistics somiBTvhere. We. ^ • 

J Vwilliiavetofindi^ ' 
I : ■■ [^^^ to the he^ying, Secretary Mdrsha^ supplied tiife f oHow- 

^'^ ■ :. ^^^^^jni^itii^yiH>^ Retirement' Income .Security Act of 1074 1 (ERISA): covers only 
. {-employees in the private sector who^are participants In Welfare benefit plans;. 

• V fi^ Iprivate sector emplloymeiA is abbnt 80 miUioli 

• mmion are covered by welfare benefit fllans; 39 million are 
: ^ covered by iferision. benefit plans, the subject of your cbmmittee^s questions. 

ERISA draws a dfstinictlon between two categories of pension plans. One Is 



S.an rindividuA account plan. In an Indlvldnal account plM^ each ^rticipant has 
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I jsol^ <m i^^j^ouat. c6xitril|iited to ^lii^ or; 
{ijpalB^. ana l^sses^ and any, forfeltiires 
be^alloidfttidd to tb^iiartlcfpfait's account . 
„ iai^yfitf^ most 
Iplaa a deferred < profit-8lia];Uie'an^ 
: of tti€ employers profits is allocated among 
jiel^^dfdd^l acconiit plan Is a n|K>ney pnr- 
mf^da'Oa specified level of ^^^^ the 
:^>ji^^?^:/>^^^r\'''" '. ■ ■•: ■, . . 
J^mn:ii a'4efln^ benefit idan. Ajiy,.|fen|slon plan 
itmt^plaiiL-^e*, aiiy^I^^ thardoes not base^ 

'in^jbQi^j^^^ — ^Is a' 
.^^.—[i^ promlses a aieiSjlKg^^ of benefits at . 

r^^ v^itr^^p0^ account .or defined benefit, 

mcpJ^wi^ responsibility pro- 

mz'f^prisio^^ benefit accrual stand- 

i^^tl^: ^a'l^^ and mo|ey pdrchase Individ nal. account 

^^i^Miy^M^ under de- 

S^^M:^'^^^ of retirement in nc<»6rdance with 
s^<>!^^>^i«ftMicM^ Xh^ pityyi^bns are enforced -by th^ Depart- 



vbe^a ycertaln^;^ 
Ta<H»iiiitef^j( 



abdr'iuid.tb^In 



,r#Blnji^0'eihi>16ye^^ b^nefit'pIaQi^ must also pay indur:;_ 

^ nnce-premlcij^^ (PBGC), which 

i;^^t/#«rt»*tS'bi^ id the eve"^*- " — ^~ 

p^tiHicfpantisi; y 



it of plan termination, ^e <PBGO . 
Dlans <»yerihg almost 33 million 



1 ;^ddnr^tly^^^ 

'tolMc^pant^ ... 

;QeGaa8^!^^^ is'promlsed by Indivldaal account plans, 

|tiiilm^j[an»;a^ sanctions 

J ii^oiist well as for vioiatibhs 

/:7!#.<^ tbe^^ r^i^i^^^^ diaclosurefparHcipating 'and vesting requirements do apply 

:r#<*!itt<»ae b^erve that/the coddufct of any plan fidaclary>r 

' t ERISA, may notify the OBiabor »e^ 

l^p ; pa^tjQae^^ or niay bring an enforcement cl«m 

P\ir^;'^^^f;;v^^ account planis^ coveribg 6 milliblT 

P^^x^yiMft^ - - 

1' r v^^^ Is^^it a vojfonhKry for companies to come 

i^^: %;Sfe t^^^ i l^mBaidatoiy if^pe plan is the; c[efi|ied bene- 

' Bi j^S^^ most common, . ! 

itor'G%DR<^ Sb^^ presunijably are participo^ 

ciretary ji£AKfeAix/MuItih^ to i 




to^pB^y j^xermuTOiB^ ho ai-e hot automatically insu\ed by 

jSeMtbr Chtd^ employer private pension plans, 

vgecretai y M 1 don't have that inf orma tipn iiriinedia t ely 

avaUableJ^ it for von from the PBGC. Wie don't have it 

The^Bstimated^^ £^ 3,000^ but we can get you the exact 



Swlatoo* C^OROH: The estimated jfigure fo^ 
j;(^"Seoretaiy Ma^ pension plans that have failed, 

fiingleemp^ 

j^'>^iatOT last 3 years ? ^ 

' T^^hile you are suppl}^ the commit^e with thaf^figure Tvnsh you 
woWd)i3upply^ 
■Secret 



tfc^t SWtember lOTT. 4^ "^the iiajor reason. 

nS^coUflons; costly. About 17 per- 
Another?* percent waiped^l^ ™e i i^^omt cited ERISA In comblna- 

^^^O^ J^SA, .^as^e^^ plans citing 

ttrti;wi£ after the added costs 
BBISA as the cause for teni^ 

of IniplementtBg ERIBA'8^^'^^^ 
. <M. the^mao5jton8.wl^. to^ Onl^ about 500 . 

they reaidbi retUmfent a^- i^«nflf Tiinna are now reaulred to Aay premlmns 

date wa8.^«iaycd ,^Qai^» discretion,, to pay InsuMmice 

enced by sereral^large •?,?!!Sd^^ before that date. PBGC 

the same wKftte ag promised ^^f.^? ^i^^^ by insoiSice 

odlcally ind curri^t Atonds at W,005^ per |° '^g.- t^s Umlt 

rfa%X'^SlS^"4Tn^^^^^ •'""^ 
Simftly chMfclBOT^byPB^^ j^j^ ^ adequately fnnd^a 

plSKae'r^Mn'^^^^^^ cases must be distinguished : 

a terminated plan, tad kd. onK«^Pi»°lj,- omnioyer is liable to the PBGC for any 
When a pension plan »s tenninated, ttie e^^Pf^^^^^^i ^^lue of the benefit guar- 

Insurance progMm. : — „ f„ whirh reanlred contributions are not made, 
. in^the case, of ati; oiwolng P^^^ '^JioVte^^-^ B tc^^ of t*e accumulated 
the Internal Bevenue Service may "JlKc^^^ deficiency. The IBS 

funding aefidenijr foc^ea^toT yeaH^^^ 

Ki-^ll? ln-%rSa?f c^^^^^^ Kpowered to seelc a court order 

IsS^ed by their p^rion U^^^^ 

, haB«laiyW ttat^toWfl^j^^ o^rstated 
$200 1>lM«Wj *» «»e;E«P*'^^L^a fl^r^^^^^ by pension fund actn- 




Jcnreiv^fo figure are nin' calculated on 

eioiudatent Iwtfi^l^ amount is notr a m^kningfoi figure*^ 

3%ls past JailUuT^m D6|M^^ a review of tlie asetfiods . 

" ilk «tdeiiUttl]>#4^^bma liabilities. We ba ve completed that revfew and 
sooallime^^ in:!!^^ for calcnlatlng p^lon fond 

^Seii^^oir Csnbi^ failures been largely duetto bankrupt- 

i^bf^seb^ sute what all of the reasons are. I 

;^i$iSeimt^ tinder 
iw&instiraj^ ^ . 

%^^^c^^ takes an accounting of the re^ 

, ,inA sufllcient to pay oflf 

t^i^ffin^^^ ofalj^b^ If they are jaot. PBGO insanmce paya-benents to 
^ ; ; it^Lbke worke^^ . 

l^tf [ Se^ a^ume lar^ly the same beneiSts subject to 

^j|^::^i Cei^^ litQit they would have had if the; 

;^ : : Senirtw tlus program operating in the black raght now ! 

IriiSeete^^ ; it is in the black right now. We can get 

^^:T:i^^[Sii^^ hearing, Secretary Marshall supplied the f ol;- 

pj;^ lojwir^^ . " 

g^^,, - the new Dremlum (Bii- 

r actedi^bfrfCon^^ December 1977, PBGC expects its termination Insurance , 
J-^im^fi^^ to be in the black hereafter. PBOO farther 

::<;';:^xpeet8 tile new.: 12,60 premlmn to eUmlnate within the-next 10 y^ears the deficit * ' 
: i : '^t incniJxed earlier under this program^ At the end of fiscal year 1977, the deficit 

^^^f'cS^W'xnxMemif^^ the sMmation is iqiulte dlfTerent. Technically, PBGKj 
Vv^^iv ; has a deficit at this time in the mtdtiemployer fund. Be- 

:::^^; can8e of ; statu on. PBGC's discretion to pay guaranteed benefits- 

under mtdtie^ terminate- prior to . July 1, 1979, PBOO ci^ot 

v^^,|;ajMme liablUtiea than the aissets attribo^ble to this discretionary period 

-T^ ' ;;^-^^WiU ,a the Corporation has aasomed 

; ; y'^req>onsibillty for f 6nc^tfTnlinat^ mnltiemployer plans whose participants' bene- 
i^ts may have to. be ahitply cut* at some time in the future, unless Congress re-' 

;'v: ,^^ PBGC recently sent to Congress a detailed report showing 
. that lunless thfr mnltiemployer provi^ons of BRISA are changed, preferably be- 
^ .; fore'v^ 1979, the Corporation could be required to guarantee benefits under 

lOQ mqltiemi^yer plans which are viewed as being In serious enough 'financial 
I ' . difficulty so as to cause' their termination ovei^the next 10 years. Were they aU 

to terminate the PBGC liability could exceed $4.8 billion requiring a premium of 
" nearly $80 per partidpaht The Corporation expects to. recommend appropriate 
: legislation on this matter in time to aUow for prompt congressional , action to 

avoid the financial , crijsia that mandatory multiemployer guarantees under the 
' current law might predi^tate. * 



Sena;tor CHtmcH. 1 can see some tremendous pi^cHBtns ahead if we 
do not look at this, carefully. At least, our obligation and premium 
charge are insufficient to cover the cost. There would be no end to it. - 

Secretary Mabshaix. That is right. We; see serious problems, too, 
aiad that is why we thought it was a good idea to defer tne mandatory • 
coverag|e of the multiemployer plans to July of 1979, to give the Con- 
gress and us a chance ^o exanune the options, and look at what we 
know about the 'problem^ 



v.; ' ' , More Openiiws roK Older WoIikebs? , 

' <?«ni«ir (iTmcH;'On 1^ Mr. Secretary, you 

■fiailiSS^^^bSffion that "Ernp^^^^ 

SSbfe^ fo?S^rvices oTolder workers, possibly bidding up w^^^^^^ ' 
S^ISmoditing their desires for more flexibl^rk schedules. 

^^SyiSiS^^l good bit depends,of course, on Wt han- 
Vp^SfeJS^StliiiKe w^^^^ find a shortage of ^^^^^^^^^^^ 
& because oRemOgraphic^an^^^^ i^^CoTwe a SXt^V^- 
•nCorkers and the consequence of that would be to place a ?re^CT pre . 
mi^ on retaining old^r workers using o^er workers m t^e work, 
^ fort^That is the^ontent in which the statement is made. I UiiAk that 
7?;J^i3mo^JnUt do^ as.a rule that -ben emplov^^^^ f^ce\labor 
•Shortages they tend to' reverse some procedures that have been\usea 
' -"S^? CWcS!''S^ that assuniption witlUe 

8tS^4^ften hear thli day« tliat the ^rP^TT^LowAin 
tSs country will not.retum to the 3 percent that have known\in 
times of full employment, but may ^^^^^^n somewh^re between 4 aud^ 
nercentt Even in relativelyi prosperous times, if that is so, then, it \ 
ESJdto reSrarimempW^^meirt of that magnitude with you 

P^riS^r^Ml^'T^^^^ that whatever unemployment 

it can be 4 percent orOess^without a g«>«; deal 
ofsSabnthe economy. I beliete we can get to 4.pef«pt unemploy- 
Mnt^Vd^l won't say easily because we have to do some things 
in order to tret there— but I believe we can do It, 

Now? xnudTdepends on what kind of public pq]icy we contini e to 
haveTo reduee unemployment below that. The so-ca led frichoiftl Ipvel 
of ^employment, which is about 4 percent, -o"¥,depe^.on such 
things a^how longit takes people to move between Jobs,_and.^labor 
mariet information system. At that level of ""employment^^^fft JQu 
would have is relatively short .unemplqyment. Tfie only people ^ho 
would be unemployed would be people .who are between ]obs. . 
^ <S loXSion of unemployment as^ell as employment vai ies^a 
^JSJ bit wen right now. The uneinployment rate of people over ^.-S 
So?kS,rigSow?is 3.1 nercentVr males, i^^^ 
5ISw &3.3 percent in;5ecember 1976; and for females, 3.1 per- 
cSt do^Som 4 percent. Now, as demographic shifts in the work 
S take^pKe, such shifts are reflected in the unemployment figure 

°*lo%1SmpE°on?of the reasons.that we bave trouble with^^^ 
the unemploypment rate qf young blacks, which is now Sj.l pe cent, 
Kecause'^between 1966 an4 1976, the rate of increase the jo. king 
aire copulation' of blacks: was 'about twice the rate for whites. Theie 
aSSe^Sr? inpacting on that, but the demographic aspect of it 

^ sS^hSl believe is tikely to htfpperi is that there ^i" be an in- 
cresSing shortage of worker/ in the so-called secondary labor market 
bTrSativelv lov-wageJobs. In fact, I think you can see that there 
^FereSuy £ a shlrtige of younger workers because of the de- 
SS SrthSte, and. that means that yoil have to place iriuch greater 
reliance on older people. ^ 
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Senator Ghubch% Somew&re, not in your testimony, but in fecte 
thatiiave been brought tojny itttention by the committee staff, I Imcl 
thiit in fiscal year igiT^TOraona W years or older accounted only 
.about 6 percent of all new enroDees in the CETA public service ]obs 
program. latlAtiSneTCeutr^ ■ . ^r^mA 

SgfrH^^ary 'M'ai»<»ttatt^ That fa approxmiatelv nght. ffhe CIITA sys^ 
tem/as you'know, is^a decentralized system Where mftst decisions are 
made by local sponsors. They are supposed to make im determination, 
..-based on their work forpe, to put together the arra^/of programs that 
r will meet the labor markfiyw^ae^ their a^^ / - j 

One of the things tKat we have^und* that afg a result of the de- 
centralized decisionmaking in the CETA systerf, f5ome reported na- 
tional bbjeatives have notl)een realized, Theimrticipation of 7?™^ 
people went down when we went from the MDTA system to CETA, 
for example, and yet almost one-half the mifmloyed are under 24 years 
of age, so we believe there was a need^idf special yohth programs be- 
cause the CETA system would no^^«commodate younp people. The 
CETA system is likely to payTJfiTnary attention to giving employ- 
ment k) tie most employable people in the work force in order to re- 
duce unemployment. It is not likely to favor youn^ or older people 
Avithout eitner 'supportive programs or special training. 

We believe that because of the nature of that decisionmaking proc-. 
ess, we need to trv to target the CETA prosram more on structural 
problems, and ma«^ of these structural problems involve older peo- 
ple/That is what ti^e are tiying to do with the CETA reauthorization. 
We ajso believe that not' only do we need to focus the CETA system 
more on^ older , » ' 

Senator C^q^rncH. How do you propose focusing both on older work- 
/ers who are imderrepresented and on young workers? 
. Secretary Marshalu Well, you can do it two ways. One is to have 
national programs which the ^'stem resists, like* the older Americans ' 
program of green thumb. Jpe' have' discretionary funds with which 
to establish national programs. 

-The other ways is to try to encourage the CETA prime sponsors. 
This can be done through requirements which are difficult because th^- 
meet resistance from the sponsors because their flexibility is reduced. 
In some ca^s of national objectives, however, we have had to do that 
and we have had to say that in order to, wfe want to ^ve priority to 
these people, and we have tried to encourage the program to do thatr . 

Anbther way to target a group is by adjusting the eligibility ^equire-^7 
mcnts. iTiis could be done by limiting the income eligibility require-. 
ment5. for example, and limiting the amount that can be pai^ by the 
CETA system. Ytm can do more to assure that the low income people 
will participate in the system. You can also encourage, greater use of 
commimity oased organizations that deal primarily with older Ameri- 
cans, like the Farmers Union, or the age program, which will see to it 
that thaf part of the population gets served. . ^ 

CETA 'TTARdETixo" 

Now, as cyclical unemployment declines, it becomes much more im- 
portant for us to target the whole program toward those whose unem- . 
ployment is not caused mainly by cyclical factors, and we have at- . 

36-111—79 i ^ 



trinptea'to do the (mA-ireauUiori^^ ^T^<^P currently 
mSr^ tried to accoinp»thi8 in the^stunnlus prp- 

S^iJwchS^^ IW, but in the rwjutionzationjre 

: Sied io do beKeve we have been ^^JW,®^^^ 

Mwihitf?^ down the' overall level of uiiem. 

pl<5mSitlire we need to ^ncentrate more on thes^ 

grbup«<and in4ividualfl"'^^ _^ . . \ , 

-Nowl of course, among older workers generally, you den^J^ajve mucnr 
of aa unemployment problem, but yoU have a heavy unemployment 
problem and employment needs among particular groups bf older 
workers, particularly the low-incojne older workere,'and we thmk that 
is what^e ought toxcacentrate our attention o^. After all, 8.1 percent 
ia not a relativdy serious problem, and it will get lower. But ther^ are 
older JunericaM with speaal pirpblema, and our prpgrams ought to try 
to reach th^n* , / i ti ^ 

Senator CfauBci. The administration has ha^ a remarkably good 
record that needs to be emphasised, I think, in bringing down un- 
employpient in the last 2 years, from 7.8 percent to 6.7 percent 
. 33 the present 6.7 percent a Wsonal phenomenon? I noticed that m 
the, last month the unemployment rate dropped to 6.7 percent I am 
^cmdering if we can hope, o expect, that that figure will not go up 

^^^tary M^Mfl ^^^^- Tfc might fluctuate. It is hard to say. I don't 
believe that the trend down, you kAow, from almost 8 percent to below 
6 percent is any kind of statistical aberration. I know it is not, because 
theean^^ and because special grows like older 

iSinleTxaye been targeted by our programs. If you look at each one of 
theSieroups, you can see that in some cases their unemployment rate 
was moving in the opposite direction from the oVerall rate uiUil our 
proeram went into operation. During the first half of 19T7, for ex- 
wriple, black unemployment was rismg, while white unemployment 
was going down* During the last half, black unemployment declined 
faster than the overall. ' 

Senator Church. The targetmg seems to be working. 

Secretwy Mabshaix. It does seem to be workmg. I thmk there is no 
doubt that we have reduced the unemployment rate, Mid tiiat there 
is a trend. Now it might be a statistical aberration. We might have 
calculated 5.7 percent when it was really 5.8 percent That is within 
a ranie of error. I do not believe, however, that the trend is an aberra- 
tiouOT seasonal. I believe we can, therefore, if we do the riffbt^ings, 
continue to reduce that overall rate until we get 4 percent by 1983. 

Senator Ch^bch. Since we haye actually managed to reduce the 
unemployment rate from 7.8 to 5.7 percent, is there any wajrto esti- 
mate what part of this represents govemmentf]obs furnished through 
' CETA and what part of it represents private sector o^bs? 

SefcfetarsMARSHAix. Itis possi 

Senator Churcij. Could you give us that estimate ? . 
. Secretary MabshaMm Yes, we can supplW^ ^. . 

[Subsequent to the hearings. Secretary Marshall supplied the follow- 
ing inf oration t] • ' 

*Ih December 1976, the aggregate unemployment rate stood at 7.8 percent, out 
at a civilian labor force of 95,9 mUUon workers. By June 1978, the rate had 
drof>ped t6 5.7 percent out of a dvUlan labor forcp 6t Just over 100 mllUon. . 
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Uiri^iiQal^^ adjudted), as reported 

ol&mtvwTrom by e>5 l i mi Uoi Two r k e r fl ; M iirrifle^aa-conoentratedraI«- 



^ u;iQayS June 1078 ihanjB December 

iri «^97<K :8tAtie am' local ig^^ reported an Increase Of 520,000, . 

m beea an important factor In tne 

' ■ i V brigbt^miM e^^ estimates of Its impact are not yet avall- 

; i r V ttblev BcOnomistti from the I>epai^ of Labor, Commerce, and Treasury are 
/^i v /^v -ciiriendy pftrticil&ating in a 'Stimulus Evaluation Task Force which will analyze 
•#y>ji'^^ Stimulus .Appropriations kA<:t of 4977. Bsti- 

<^Hmt«^S^ Employment (PSB) Job9, under CBTA 

UtleSipi^iin^^ be one OBpect of their. study. The task force expects to issue 

^;.^;?iv|V Some prellini^ have already been made by Pe- 

1^ tdhi^the Economic Stimulus Approprla. 

I i^:^ -^^^ in May 1977; there was*26,000 PSR positions under CBTAj 

^^i ^r ■ ' by^March 1^^^^ PSB positions was achieved. The average 

5=1 :v4ffro*w bndget coeti^^^ of a! PSE position was estimated to be $8,600. 
^^ li.M^ Government transfers (unemployment 

^ . stSOTP^s* w AFDO paymients) in the absence of the PSE pro- 

•■^■^r^- gmmi^saii^gB or these program's were estimated by the Congressional Budget 
M Office to be aDproxlmately per participant. The resulting cost per. partid- 

';:''r^i^ ^ETA'^ttiM^ also had an important expansionary effect, through the 

^v^^ . c^^^ The researchers estimated that 

;/^^;V : the creation of one additional private sector Job for 

; : :^ \ T ^ AdditioniEU benefits to sOcietgr and .to participants, of course, result when former 
■ ^ PSE i>articipante^^ jobs with higher earnings than they 

t:-'i : PSE experience, and when they pay income 

ft ' ■ W^swotild.like tO emphaipize that these,estiinntes, while based on sound meth- 
i^^^'^ -^^^ and preliminary. This faU's report by the Stimulus 

;^ v : Byaltiatipn.Tft8k Force will contain more detailed flWttog^n the role of public 
&y\"V^ Jpbs^^pM^ \^ ■ 

: it possibMtjj give^us some^stimate of 

g ; -V^^ttie>riStf?y^ the reduction df the un- 

1-^1 ' enmlbym^^^ 7.8 percent to 5,7 percent I 

y : ■ - V ■ 

i V Senator account the cost of thp program also, 

the ireductidn in unemplbyment compensation and other expenses asso- 

! t <: ^ ciated in the imemplbyment area. \ . : ^ 

. Secretary MARSHAtii. It is possible. We have made estimates of tnoSe 
things ahdife* would be glad to supply them, ^ ^ . 

v! [S^^^ to the hearing, geeretary Marshall supplied the fol- 

V ^iororig infoitoa,tion:] ^ , 

i Un^plbyment redu result in net tax savings through two mechanisms. 

Sirst, expenditures are save^ on various, income maintenance programs <un- 
■ . i etc.). Second, the newly employed 

V contribute tax dollars to pnbUc treasuries^ : ^ , ' , 
^y-<. ; „ If the June unemployment rate had stood at its December 1976 level of 7.8 

percent^ an additional 2.1 milUon persons (on a seaeonally adjusted basis) 
"^7 - by the Congressloijal 

Buget Office for QBTA jobs, we estimate tne income maintenance savings at ap- 
proxlmateOy $4.6 billion per year. Additional Federa; tax revenues are estimated 

' ' {Secrefttty T^fAijirHTrATTi: Now. one distinction that has to be made is 
^^^^^ ' t^^ declining unemployment and expanding 

emplaymenfi^Becau^^^^ in the labor force during 1977, 

^ : employment had to expand about 4.2 million in order to reduce unem- 
; ployment by about 1.4 percent during that whole time. The reason f^r 
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t^OM .iobs and more people came^o take 
ft^n incFea8&4n4abor force participa- 



^^Sw^'iineinploy^iient;:. 'T 



c}a83, didn't,. 



employ- 
lOyment 

^^^^ oiuuuvF*^. -~ ^ ""'t.i iW7 

j|« reafehii^ summer of 1977, 

• ;-^Sena^fMRCtt.S^M to^ traditional unemployment rate 

'duHnir perioda 6f f^^^^ la; about 4 percent. Do you share 

' Si?^^^^^ that this traditional rate must 

Tteiinijrea^ ^ °* ^omen who are entenng 
. w'theJibb"m'arket?', , /'^^^^^ 



S^cretatr i^uiSHAix! No; .I^ b^^^^^ one of the reasons that 

■ peopleVir&ue thnt the so-called normal full employment rate hasrin- 
Se<i to 4.8 percent, is because there arc.structiiral changes. More 

m reduce the fig«rc^In,other words, ifee 

cdunterstructural programs to offset the stpjctural shifts^and therefore 
.,lowor'thS:unemploymen^ rate that you cdttld have without inflation. 

'lihird:itisen^^ , , • 

. A lot depends on what we do externally— what we do about im- 
miffi-ation, ^d particularly the illegal immigration into tha work 
. ' for^e, what we do about intematipnaftrade and energy problems, and 
what happens in other countries. We believe that you cto get unem- 
ployment down to 4.8 percent without even usmg thes^structural 
programs, and io get it down by the remaining, 0.8 .percent by using 
theStol profe^ms is not tliat hard, ^at is, it is^latively . e^ 
difficult than what we have already done durmg thejiast l^ months. 

, We. have to chan the focus of the program, but I think it is 

" f^sSSfr you very much, Mr. Secretary, for your 

testimony this morning. It has been very helpful and we appreciate 

your coming; _ , \r m. • 

SecretairMARSHAix. Thank youjJ^ . .. 

; Senator Chotch. Senator Pete V. Domenici, the ranking minority . 
; member of our committee, cannot be with us today. He has, however, 
subm^ I will now insert into the record. 
[Thestitein . 

^ Ifr. caainnaiB; yesterday \ye began what I hope \»m become a tanly com- 
^ prehentfV^ attention on a wide range of Issues 

■ relatlh|^^,employmtot,Tetlr*^ 

V Atfetifled afelengtt on the demographic Chan which are taking place wlttto our 
? ^* B66letyv;kiia tte °^ delivery of servlcea to 
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exi>ectaUoi«s of 

hearinW?Are to.lviye^la»ttnr>alu^^ the.execuUve branch are 

to sbape meaidisktiU an^^ muat know and uhderBtaud 

h V f • thOMTorciba tbag' W^ all ages. Dr. Sbeppard noted, 

S consen^ua around any policy 

i ' W6''nili^it''^^ ''''' ' ■■ ' 

* ^ Tdday/ we Mll reciBiTe testt^ Secretary Marshall and Bwan Olague,; 

a fiirine^^C^^ I b<>we that they can and wlU bulla 

■^•iS?^'-'''- ubiDtt'-wha t • w said ■ y estcirday • • ' ' - ■ * • •■ ■■■ ' '"' ' ' ■ . ' 

^ need toknbW much^ more about the attitudes nnd erpecta- 

^ /tlbnai of yoonger workers' toward thelr jpbs . . . their employers : . . retirement , 
>' - • . taxes . . . nnd so forth, y ; ^ 

The views ctf ybunger worker» nre vital because they must pay the .jtaxes t ha t u 

> o / fund the sodil seinrlces and Ihtdtiie ■ ttn nsf er programs tha t enable most older 

> /American* t» lite Iji relati^^ today's youthful 

V vl ^^wk^^^^ a longer» healthier lifespan— and potentially a 
>3??;-'!lb they i-emaln In the work force, fvlien they retire, 

■%y^<^-^^^BJi^ hoi|fcSweU*they prepare. for thulr retirement will have a majdr Impact op 

- : In'''thi9 short^ we must gain a better understanding of the attitudes of 

V - ' older workers toward xetireiiient. W.e have Just extended the protection of. the 
f . ' Age IMscrimUiraUdn in iSmployment Act of 1007 to Include workers between the 

v^V V] ages of d5 and jo: But at the same tlm^, Anierlcan workers have been retiring 
A : ; : at an eaij^lles age. 1/^ e also need to know how tnlddle^ nnd older; workers per- 
:^ ' ^ceive the ^iEted^^ ' 

• v these 

nJflum!^ couraSof their testimony and responses to questions from 

fS^^ ^^^^ is Ewan Clague, consultant, 

^''^i^- andr former Bureau of Labor Statistics.__:; 

. 1 " We are'.hap^ Mr. Olague. I >?Dnder if^you could . 

V submit your entxre statement for the record and highlight it in your 

-/^^testimony. .■J^^--'' ' • , A ' ' ■ ' . ' 

I STATEME^ OF iwAN CLACTOE, LACONIA, N.H., CONSULTAHT, AUD 
FOEMER^^iC^ OF LABOR STATISTICS 

> Mr. Clague. Mr. Chairman, I do welcome this opportunity to 

V testify this mcffioing at your hearing on "K^tiroment, Work, and 
f ; • ■ " Lifelong Lear^g.'" My prepared statement is too long to read, so 

I wiU summarize it for you. 

Senator CmmcH. Please do so. Your full prepared statement will 
appear in the record.^ ' ^ ^. 

\' . Mr. Ci>AGUE. In the introduction,. I have pointed out that thiere are 
three basic programs which constitute the core of the problem. Onq^s 

- the Consumer Price Indespvhich is one of our most widely used statis- 

V tics representing the U^. economy. The second is. productm ' 
is the hopeful statistic that enables us to overcome risuig costs. The 

1 third is Old age retirement, which constitutes suph a la^i^ proportion . , 

CoNSUAraR Price Index Ko^le 

With respect to the 'Consumer Price Index, it was my expeWerice to 
^ f gmde it through th6; most rapid rise it ever had— from 1946 to 1948, 

- in the postwar J)eriod. Then we did have in the Korean war a secoiul 

. " -^See/p. 144. 
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• Tliat tul 0^ nave a i»oio now «^iv-»» — o--- 

••Mt««Mm^pfvJ87ft^ down Percent in 1971, and 

controls in 19^1-72, wWch b«^ht 

V *:^ due .to the recession of 1975. 

■ mbSSSS^S^ 1976 and sIs percent, f oUpwed by 
' iQW-,^p to 7 percentby May 1978. and the administration's committee 

feafed7i2;p6roraitforthe^^^^^^ . ^, „ „„„- 

\ 6J*.my intSreste has been projecting many of tbese-economic 
jnto the future. So I took the rate of mcrease from 1967, the 
™ Jeriod of 100, arid carried it through to 1978; I thmk we shoU 
HtlWO sbinetiine this fall; I hesitate to name the month. 
rnSer that circumstance, I have raised the question: Suppo^^we^ 
/ eontinue this rate of inflation for the next 10 years or so, through 1990 
TmeSK thati8noV200would>>00 and^emdextoth^^^^ ^ 
iould be 800. In other words, it would be four tunes as high as it 

'"^WtaiS& v^ effect of that price rise, becjwao most 

ir pe^te'tiotice oSily month to month, oreven ye'^^^yf^^, WP^^ 

• tSt^ Mtb a6countthis annual 6 percent mcrease. It does not 

• SKv^JrJSr. But when it accumulates ov 

^"ft&i^Sn eiamlple that a half gallon of milk in our home now 
cost 8SSnte.^is'woXdd be $3.40 in Sie year 2001. A $100 man^s^ 

■ ^ would cSstfeo. The Metro far^I think I should have swd busfare- 
' heSlri^Sgton, which is now 50 cents during rush hours, wo^d 

S^r even more, ^cause income is not yet meeting expenses I want 
• S e^mpKsize thitthis is not a f orecast of w^^^^^ 
' the future price level. I am just trymg to emphasize that thi^ is the 

trMid m which we are now operating. , ' 

My next point then was to turn to the problem of ^e- 

. &tor dmmoH. Before you m^e ahe'^d, I notice <Jateve^^^^^^^ 
spUrt iii toflation is associated with war, with the aftermath of the 
■gtv;- >Yar.V^^ ■ .. 

sSlScffDRoi. it makes me wonder why we are sudi a war prone 
^uiWl^ when we pay such a heavy econom^^ 
.. ... War, Kores, Vietnam-each with- a dramatic 

"P^ISSSS^^^lfTJ^ comment on that, I think that even if we 
hSa^ScSok duri/g the war in Vietn'am iteelf in 1965, say to 
iS&fhy holdiiig prices down we might still have had m^the early 1970'8 
tiiesito^ittcrfeasesthatweliavehadrecently. ^ , 

SeiiaforC^^ 

Mr. CJiAOTjB. Yes. ' : 
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> likd^^ • . 

taliM Qflf,^ t^^ explosion 

fr/^^^ area of wftses and salaries, I am talk- 

1^ w V^&»b<Mi^^ ^at theyliave to do with the rising 

^) pnoes^ a basic wa|;e increase that inost 

^^;"v/; ^y^^^^ any case. Productivity works in favor 

^||^^0^f re^J^^ output for the same amount of labor, 
^l|A^^)^d#i^ 

> ^1*1 |>tt|jii8rri wag; set iA motion^ 1948 by the famous contract in 

thet^^ XSeneral Motors-^d the other 

M:!^|^^flX]^^ the United Automobile 

^ ^ ^ Wor^ii;?Ti^^ the contract, but they also 



p ^ y so that ev6ry quarter-year the 

the quarterly increase ia the cost 

^^■i^^'^vof-fivin^ ' ■ 

: I do want to emphasize that their decision 

CS.f;ii^r basis of the national rise in productiv- 

JS;^^ ■ ii^ auto industry. So I have a taWe here snow- 

bfvS ^ ^^'1^^ ji-Wa^^ ithft nrodiictivitv did exceed the 



uig that' ixi' tii6 did exceed the 

. hatibriai a the emplovet's return here was not a 

^ftcibr u^^ in prices/^ne productivity of the auto 

c-^^iP^'^-^X^ I hive a*table showing the 1967 to 1978 rate of 

^ .5^^ in thejprivate business sector. This was put out 

1:;^ by the*Bureau of Labor Statistics, the annual indexes. There are two 

pomts' about thi^ is that productivity is always best in business 
v r recover bdcatisiB that is the peridd when the employer who has fixed 
* up his n it in good shape can produce more output at lower 

dost. Thifl iaccounts for the fact that in a very ^all^^essiye year, 
Vj: - like 1968, we can ket ^ 3.8 pero^t productivity^ gam;f^arid in 1976, 

recuperating from Sie 1975 recession, we got 4.2 percent. 
- ^ v^^ ^ S^ ' 

/ Senator Ohtjrch. I^ productivity in,dex on page 7, you show 
using 1967 as a base year, productivity in the private business 
■V TOcto^r, in this country has increased less thwi 20 percent— 19.9 percent < 

M 

r ■ Senator Ghuboh. That is over an 11-y^^^ 

i- Mr. CiiAouE. Ik^ next table, it is shown a little better. We did 

f yery poorly in the first quarterybf 1978— only 0.3 percent. That would 

mean 1.2 percent for the whole year 1978.. , , 

■ Senator CiTORCH. While ou;? productivity has increased by roughly, 

sayv 20 .percent in the pftst H years, how much has the cost-of-living 



index nsen in tii^ period ? 
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It his doifcled^^^^ jirice* index is 
iyity'&inowiisinjf!^ 



m , ,smm compare bur rat^ 

■P^^mm^^^^^^ iiw^ustrahzed nations m 

Wi^Wll^i^im^Sl^^ I cdn. answer in' a 

In Brita n, it is mudt lower 
a^s^.^ Qownany.and Japan,, 



CM 



I ^ ^i1a% haa ito^bein^ piroductive, 



we are? ' . . , . _ 
are, yes; that is right. They are 



'■vv-Vj'v'' 



:e;4^ Italy is r^iajiively poor on this point, 

' ^f^qSi^i^ give that whblo 

"^^^S^^^^ .. .ow the Germans and 

^Japanese have ^achieved a much hirfier it 
thMi tho iwrieralized statement that thoy ai^ .. — .-— „ 
arTthd^SSS that w out the fl&ct that they put a rela- 

ti"e|wghS p into n^w plant equipment and 

later ifthS has suffered f ™™«»"fl'^t»9"- ,f °" v!:|" 

ffi after W^^ thfe German inflation m the early 19208 

Sht&e G^iiiuI mark down to zero. They had^to revarue tj^eir 
SS^ Sb^in tiTpbstwar period of 1946 and tWafter, the German 
wSTprepS-the w thing th^y felt that could happen 
^wTs wiS^rfatioA. Consequently, tTie labor movement was very 
' SfeS in ks Srgainfcg about wages. In Japan it was muoh the sam(^- 
rSSrouiStioJ^hich alerted them to the fact that they must 
; «er5S~Kint in the wage, field, or else it will go "P thr«jh the 
roof So thev have been abie to keep inflation under control. It is 
Sertki^S^^^^ peoples, who suffered defeat in the war, were 

/SSsWappreciate ^rob'lem. At the present tmie, the German 
inflation is the lowest, I believe, of any countiy in the world. 

Senator Ghukch. Thank you. , . \ .u' *w„> 5<5 

■ i%Mr. CiAQt7B;;I have some illustrations here of aiiother factor that is 
fefidnging down burproductivi^ in this country; tj !^t. ^.^^^J"^ 

of out health and safetvstandards; I want to emphasize that that.is 
S argSt against raikg those standards. But f dp want to cite the 
^ ?Sal S indus^^^^^^ I have made five studies iirthe last 6 or 

■ 7 vears. Productivity- in coal minmg was spectacular from 1948 -to 
1968; it . increased at' 6 percent a year. That accounted for the yeiy 
1hiffh,waires of the coal miner. - •, , ^i. ' j 
'?^rbi^l969 to the present, productivity has gone down by one-third. 
Tn;other words, in. underground mines an output of over 15 tons per 
rianvj^ in 196.9.has ftHen to less than 10 tons. That is due m part 
to safety standards?that have been set in motion, as well as the other 
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hwlth 8tandar4B, such its the elimination of Ma^lf ung. Th^^^^^ 

"llSmSKPemSTtsin standards wmr^^cethe^p^ 
Svitv down to 2 percent a year, or perhaps less. This is not » cnticisin 
«t KrltlSdaSat but iCind'icatos that wo have to be careful about 
•wages nsing.too rapidly. * 

. - . ■:. ' Earwt Rbtiremknt FAOTon 

.Then I come to eai'ly retirement as an inflation ^f^^S^^^f'';^ 
as theinarginal factor. I did try to emphasize >n my paper that «iny 

• ^e of theJf factors, by themselve^for insta^^^^^^^ ^fc^'cos" SivS 
sumer Price Index-would gradually fade o;^^^ « voar aftor the? 
inereaBB that the retirees cot does not occur ifhtil a year attcr tney 

• Sve^ffSSd from if Thif lag would bring the inflation down, if it 
was not for some other factors pushing It up. f„w„ 

Now, in connection with the earlier retirement, I have a table here 
wwST shows that in 1964, 1967, and 1970,, there were ]ust about one- 
Ed of the men worker^ wanting to retire earlier, and a little less 
thanhalf of the women— 46 percent. ^ 

Kyoii will notice hoK^sharply it has jumped m »f ,yf«^'^«- ^ , 
have half the men in 1976 retiring at 62 and 56 percent of tlie women. 

^ ?he economics of social security, when we We an inflation rate 
of rpercent or higher, it'pays to retire at 62 and get the benefij over 
Se 6l-«4 period rather than waitifig until 65 and 'gettrngthe benefits 
SJn,lDnly to find out that they arolower tban they would have been 
with retirement at 62. 1 think that this is one of the factors that leads 

to earlier retirement. ... . ^ ^i. ^ • • ^^,,i. vjL 

1 mention one other point concenimg retirement ; that is m a recent 
action of the Congress. Mr. Chairman, of dropping the age permitting 
earnings plusbenffits irom 72 to 70. It will belnterestmg to see to what 
extenfc'that has any bearing upon the work of retirement decision of 

workers ^ « 

I noted also, which is not in my papeivthftt there is a 

now for each year of work after 65 ; in other words, for the person wh^ 
stays int he labor force. When social security 'was fii;st set up, we had a 
l.percent bonus for every year that the porker worked, so that a man 
or^omen who put in 40 yeats would have40 percent hgher benefits 
on retiring than the simple average earniVigs, That bonus was lost m 
the revisions of the early 1950's. But it was a very valid point. If the 
person has an incentive to stay on working Idnger, and not draw bene- 
fits, that wUl reduce the benefit payments ami hnng the system more 
into better balance. . ' . i 

Senator Chitrch. But is there really any incentive as long as the 
inducement is lower than the annual rate of inflation % ^, . ^, 

Mr, Ci^AOUB. Well, m social security, I have <5filled that the passive 
factorhere* Social security is not really a very strong factor in causing 
early retirement in itself • ■ ■ 

Senator Church. You see what I mean ? » 

Mr. ChAffVB. Yes. . i i. • 

Senator Chukch. I mean, if you giv(^a person ac^-percent i^entive 
] to continue to stay in the work force, andm the nieanwhile ifitiation 
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in diminishinir the vnliio of tho flollnv ixt tho riito of 7 pcrccnf, n ycnr, 
That p^on wVAl K butter off retiring anrt taking tl,c cost-oMiving 
'■ adiustment on his retirement iiieomej — - - ^i,„x,,a.. fliia 
Mr CLAains. Yes, nnd it will be quite interostuig to see whether this 
mSt fnSA'e hks any effect. We will have to wnit and see what 
tho result will be. . * 

' MT.'c?irSn pVi^Se industry, the situntioit was that pnvnte firms 

Started out establishing retirement systems prior to World War I. 1 
^ have mentioned some of them that wore setting up retirement ^sterns 
for their own employees. However, that movement came to a disaster 
in the loSJs. As you recall, the 'railroad systems which had been 
started went bankrapt, and the U.S. Qovei-nment 1iad to. take them 
over — the railroad retirement program. , 

When social security was being debated in 1036, there was a very 
strong move .to permit private industry firms to set up their own re- 
tiremint systems instead of social sccttnty. But the experience with 
failures had been so bad that the proposal did not pass. Therefore a 
private retirement system did not develop substantially m, the IflrfO s. 

However, in the post-war period, it grew up as an addition to 
social security in the form of supplementary private peu'jion plans. 
Tliose have expanded very rapidly m recent years— m thejast 20 
years— and especially in the last 1.5 years. _ •. , . 

There are two kinds of private plans. One is like the limited mine . 
workers, whieh is complete^ independent. The mine workers fetjm at 
ace 66 witlatheir own private retirement pension independent of socia 
security. On the other hand, the aiito workoi-s linked theirs into socjal 
security The emplover pays for only retirement, but saves money lyhen 
social security goes into effect at nge,6r.. Under the General Motors, 
the Ford, and the Chi7sler plans, the workers get company benefits at 
■ whatever age is chosen for early retirement; butvwhen the workers 
reach age 65«and social security becomes effcctive,nhen the^employcr 
cost declines. Therefore, there is a substantial saving to the private 
firm in Merging their retirement benefits with social security. 
' Senator Church. Tn otlier words, they just piggyback on the social 

' ^ Mrl'^ii.AOXrt!. Tliat is right. They can provide earlv retirement, biit 
when social security picks upi the employer pays less. , 

Senator CHtmcn. Yes. 

PnTVAi-K Pknsions . - 

Mr. Claque. There has botn some discussion on tlie Hill about this 
problem of private pensions, partly because in the early stages they 
were pretty much based on the long-service employee who works for 
most of his life with the finn. There were, sometimes, bad happen- 
Vinirs— ji man laid off at age 58—116 needed to be 00 to get a pension, and 
Vie didn't get it. Then there was the other problem, which was men- 
tioned earlier ii^our hearings, Mr. Chairman, people working m one 
place and another and another.but never having enough service to get 
any private pensions at all. The worker earns social security, but 
nothing else. 
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adejbheBe changoB that 



inllO years ror he could 



jk»tionplageandl¥ng t |ioftwrvic6^t^^^ 
iSStod a|wl$,=yearav geitting the full amount 

,iBf ^Se^oviaions quaM pensioners. , 

haVa hacTahotber efleo^ ; ndjnply, it has resumed in 
bn^use this coat wi Is radio than some the 



loin of fipm6: 



statMics on that. This is 
^•ivata pension system, but 
that y^l be able to finance 
aph here. 

,sv^>r 'ji^, ftta*' KannmAii Ai^iiniiio. Tiilft .mAT be one 



S^^bM^ii^^ I rivatSpei^sion ^ystm, but 

If^Miltin^^ to those fhuft that ^1 1 ^ 

t^^^^^^ read a paragi aph here* 




vx : liaVfc W9»eil^ Anns and Industrl is. there oc^slonal upward 

: ^ adinstrntoisii^^^^^ rising costlof UTlng;'but these are small. 

pension falls behind the-rlslng cost of Uvlng. 
I omy a limited contrlbuUon to greater inflation. 

Retirement If] 



:vtri^:cQme'to 1 
' of^^lidjiif^ a be 
iMI^dr^^ it 

:ice.:In 1966; 
liad aboutj^^ u 
npiaata wereJHiTbillii 
six times as^ m^ ^ 
eadi^pf ^tlifiixi 
Gibnrser 



: Senifebr CHt7R( 




lElUt KETIREMEKT l|R0aRAM8- 

1?*ederal Sovernmeiit, which lias a multitude of 
,e lar^t is the Fec eral civil service program, 
yrit provides for long service, if that turns 
likes ix. A recent chance that has been made, 
the report, is that ipr a^^ 95 percent of all 
andatory retirement iage has now been abol- 
# work mto age 70 and beyond, 
bws what is happening to Federal civil serv- 
56l,(K)0 retired employees, and in 1977 we 
^number has just about deitibled. The pay- 
^966, a^d now tiiiey are $8,1 billion. That is 
^e combiiiatio 1 is twice as many workers, 
"times as much benefit The reason is, of 



not in constant dollars? 



hot in contant 



jiollars? 



Rtha^is*because of longer service and higher pay. 
Th6 averafi^Jias risen from about $2,loq[a y^ to |$7,400 -ayyear. In 



tte , Fedeiw?8er^ci^, social security, longer jservicc? provides 



^her benefits. 
Senator CmmcH. 
ISr-min nQmiaal d 

Senaf^^^SstURCH. 



joint being is, your schediile hercrrbn page 
irs,'^h6t in constant doljats. - ^ / ' ; . 
s, indeed. That is right. * 

^ _n that same period the value of tlic/cwlar. has 

' aeclmieaj^^ . ' y ■ 

- IMf^ijS^ As a matter of fact, I tfaucli on that ^ the next 

parajmjip]^^^ am one of the beneficiaries of that. Otir.b^efits 

are ra3ed'^n» the Consumer Price Index. It rurls,^|^nuary 

>tp Jiihe*^^ we get the increase in t September. Likei^ise, from 
^tdy to Dweml» with the new payment in April. So our benefits are 



S5 



ERIC 




itiily Here that Federal omployiiwnt ianot 

iSuyW^Uavehadnouicwasoa^ - 
i^^Sg^ HoWlver/that doc9 not take into account an arUcle . ' 

^ -V r "^^^ which was expanded maximum. . 

m .^'^^ oSme under our Federal " i 

fl - n*^SlSr CHinWH. No, I don't think they do. i 

State AND. Local Reth^ent . ^ . 

'\jt rw *;,TT* ■ t^Ta Thftv mftv be fallintt into the next problem which 

■ ^l^tw^iJ^Jw Yo^^^^^^ Sidn't pay enough^atten^on ^ 

' fiviSfacTthatSiJ^Vor Lindsay was elected in 1965. In New York City. 

r jsl^Jtar^SrSM 

: A S^u^h! Up^^^^^ in January 1966, Mayor Lmdsay 

- , SSrea a 10-day Me of tTie transport workers. _ . 
SSL SonVs later, in April, his administration faced the possibility 
■■ ■ of^SSi? stX by the sanitation workers. ThikwaS averterfby ^ving 
- fhSSireSaUO percent of earnings a^^^ ■ 

tthT^iS F^e years later, the transit workers got retirement at age 
SO^^effect 6i that was to insure that those types of workers couTd 
reiireat a^ sS or any time after that, and then be able to enter ottier ^ 

'"Kt one more point about that retirement system. N^^^ 
provided that the benefits in retirement would, be paid at the total 
kaminira in the last year of work so that the • . ^ 

in| to wholSIt i^ has been jupattern ^r other retirement pro- 

; ^ I'd^f'not know ^6 what extent. In fad^ one of ' 

T limSfiMnM^re is that I have not been able to study other cities.?! 

in the middle of <^at discuBSio^^ 
f^: ffi iTdoes exfst in a varsity of other places, but J am nqt^ 
' \^re The big Point is, givin-'. that bonus insures that the retimg 

- S ^ much overtrme as ho can, That is^why you have 

^^^^^^^^^ about these worker drawing benefits equd^^ 

^nt of aelr .regular earnings.. This IS because the^enefite^^^ 
ft upon the overtime earnings in the last year of sej^ce. Idonjt 

W Sy they adopted the principle that the o-ertime earnings 
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iKto I know how widespread 

: ^ c a aget fixnn early ri^t ii ^ment 

- ' ««<5h a worker to earn social 

SeSaflt^ 18 not hnko^ to soda! 

*kmri^. Thus, a worker cottld ondi up with, three pensions— the city 
n «0y0^ a private industry firm, and social secunty. 
f^iiVi tinhorn poiriCAbout C^ty and other Wgovernme^^ wtire- 
^nwiti riimelyi dis^^ a very simiflj^t factor when there 

> are IWi^ of retired individuals beinff dftclared dis- 

M they do not pay any taxes on that retirement 

'•^''■''ixitmibi Whiw Ikttaip is a strong incentive to seek retirement. 

economics. State and local wvomment 
•^&ploy&S^ It has tripled since 1980. Employment 

''^^ ' j^^ has risen by 800,000. A retirement system wluch 

; - fc^^ at an early age does not seem to be^ m trouble whMi 

- employment is inoreasing^rapidly. That is a situation in which tfte 
' r real danger is not apparent There is pltoty of money flowing in to 
take <^ of retirees at the moment, but the point is that when 
employment levels ofl. or is cut back, the accumulating costs begm to 
v ^ escceed the income, and the system is in trouble.^^-^ 

' Senator 0Ht7BC».^ T^ studies have been ordered^Jijjffre they not, 
^ lewt for the F^^ programs? „ ' , , '■ v. » 

•-^mift. CLAoms. Yes; there is a study of the Federal system which is 
: the Vhole subject of retiremjjnt. I believe there are 

I?; sq^ in prospect, but I am not very clear about what 

/they'- are* ' • i • 

l^ator Church. And some very tentative action is being taken m 
' the Gwigress with respect to some of the ixiost serious abuses of the 
military pension, the dottble-dipping abuses. ^ , 

Mr. CiAOim. X es; I didnt go into that, partly because it is a big 
field in itiself, and because it is just starting right now to get some of 
the expansions coming from World War TI, with the Korean war 
foUowmg after. I am a veteran of World War Ij so I am aware of 
that general situation, but that is a big study in itself. ' \ 

CosT-op-LiviNG Adjustment 

Senator Chukgh. Yes; one of the difficulties where»the elderly are 
' concerned— particularly tliose on the social security system— is that 
the periodic annual adjustment for cost of living, which I sponsored 
some years ago, and succeeded in incorporating in the social secunty 
liw, is based upon the Cohsiimer Price Index, which is normally used 
fpT this puxpose. But. our studies show that the cost' of the elderly 
^ lE^ajW pur(^ases:r^ food, fuel, medical care, and housing— 

, . 

These necessities pretty much consume the whole retirement income 

for those struggling on limited budgets. My question is whether the ^ 

Consumer Price. Index is a proper method for determining the actual 

inflation affecting retired people ? What is your opinion ? 

Mr. Claoub 

rent inflation. 
I 



on atfectingretirea people ^ w nans your opmiun? . . 
Claque. TTiat question >arose long before we got into this cur- 
nflation. Back in the midsixties, the question was raised, '*Why 
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^n»t W h»v« •ePl'iW indojwt for orderly couplw and 

) S^lyinISl»%liitoM alter our revWon of t^^^ 

8^ CkitonUWOTer^ md I made a prop^^ Umfc wlrtiould 
SerlTBSSrSex prepared, pefiiapa quarterly would bo enough. 

TOe ftuSS djlded that it woa not worth the cost ; consequently, 

* ^""fSSlTI^ with you that in some respecte in the current flitua- 
tion7w waSS^need Mi^er person's index-on older couple and 

' - KldK TUt w^^^ us to know, q«!trter by.quarter, 

^ how tl^MBW ffoinir, because^might run into o situotion in which 
. ifS 3 And food is a largo fraction 

^ ^'S^SSSjII^ you ve^ Mr Sg.^ Cl 

IJ?i«t^d*^ML 

tefitimony. ^ 
Mr. CSlaoot. Thank you. ^ ^, ^\vLJti 
[The prepared statement of Mr. Clngue followfttjl 

PBEi*AnKD Statbmknt ot Bwaw Olaou* 
Mr, Chairman and members of the committee, I welcome thlB opportunity t^ 
tertifff hero this morning at your hearing on "Retirement, Work and Lifelong 
I^aiSng/VTh^^^ IB "Inflation and Redrement-The Oumula- 

tlvo Costs of Retirement Compounded by Inflation." 

Iniroduotim 

The Consumer Price Index was initiated .^^^^ War I w^^^ 
. Woodrow WUson instructed the Commissioner of Labor Sta^^^^^^ 

* to construct • cost-oMiring Index for use in ^^^0^"^"^'^^^^ ZVt 
r ^-^ndnatries. TUft familT expenditure surveys were begun In lOlS^^oui tne war 
(/^endcJ^e^^^ Sleted, so the index based on the«e jn.^^^^^^ 

\ completed and pubUiflied undl 1020. The index, constructed on a 1018 base«19P, 

^ ^l^l rotJ>ve?ii?^o.lenitely from the 1021 slump, consumer P^^s remained 
flulte stable. Industrial workers, who had bec(wtne accustomed to ,5<?t.oMlrlng 
?nitSaSes during the index of the 1020;s wasn't do^^^^^ 

any good. So some unions requested the Commissioner of Labor Statistics to 
make some sttidles of worker productivity as a basis for wage increases. 

A research jtatjstidan was appointed, Viator ca data on prod^^^^^ 
Dloyment were assembled and the first productivity indexes (on a 1018 hase) , 
we?epK^^ 

about a doaen industries were covelred, including automobiles, which had the 
best record of all^-Output per manhour three times the 1013 ipvei. * ,„ 

Butthroutbreak of the depression of the 1030*8 destroyed all labor interest in 
uroductlvlty. Unemployment became the dominant statistic in the economy, 
which sank Into the deepest and longest depression in Its history. 
In that sltuaUon, President Roosevelt appointed a Committee on Economic 
' Security, which worked for 2 yea^s In developing a comprehensive social security 
. v : pi^^ insurance, unemployment compensation, plus pnbllc ^^ 

"^tSSm^tlm^,^e Consumer ttice Index was given the first compreheii. 
fdve revision since 1018-10. FamUy expenditure studies were conducted, new 
commodities and services were added, and a greatly improved index was intro- 

^^These i^'e'tSe SriK'Se programs which are playing such slfiniflcant rol^ 
in the U,S, economy, of the 10T0'B--old age retirement, the cost of living, and 
productivity. 



• ''mk'' rft'lMlMWO* to mruwoir ' ,. 

v^,>^''''^^i^:'tli^'''ddn^^ worktd out tli* 'Modal Mcurlty 

■^mffi* iS a«ES^S^ Unemploymont com- 

28f«SSw ■ ""O' which tHuronnl mvlnir- 

^m^M^SSli^^ JumpM from' approxiniatell 180 In tbo 

m tB autu^ot 1048-«n IncronM of nearly 88 

f ' : ifi^HMM^b^^ IMB and early 1880. but tli» outbreak of tbp Korean 

MJ^^^mSS^PlSm*um 'f»t about lO. percent from tbo lunimer of 1080 to tb« 
l^lttrtog^^SKL^SlS^ next 14 yeartfrom the ■uomer of 1081 to the outbreak 
! • S^t^ <*1 taoreaaed ou the areraae only about W 

xV ' a^raglBf atleait twice that mudi, there 

^ii^ '> Sift »' American workere and their 

ft; Vietnam in 1065 opened up n new era in cpet-oWIrlu* 

: iB^eaMtf; By tbt Indwt had rlaen ftS percent, whlch wne nearly 8 percent 
^ , trend. By 1070. there wae a further increaae of 10.8 

#S -^SB^WM too rapld 'a rate of ln«(reaie for OongreM to leglnlate f rom Ume to 
W to beneflt. to offeet the low ofboy^nggcmer 

M thrmiih liifli3ato. «b Oonrreee adopted an automatic eystem of ralalng WiellU 
^i' flBSeTyMoiir the amonnt of the rise In the Oonaumer Price Index. 
:V ^^ite nllinTOC table ehowa the annual ratea of tncreoaea measuring from -mtd-r 

fe^PjMi«S^7o»l«««r Ptieimaom: Wage J?<«ri»m and OlcHcal Worken, Atmual 
fC: ''*^^-' .. . Katet Of Incniuo. ma-78 

i*:,.--.-^- ' ■• '^ ' .■(1807-100) ■ 

?: "^ies ......... . .. ..........!!rT2 

. JgS r::-::::::::::::--^ — . $•» 

i , 1971 -V r -,- l l 

^ . : 1072 I I 

, ; 1»T8 ~i -— 

f : * 1074 ... ^ ^- " 

& r 1978 .— 2 i 

•r 1078 — r- - 0- « 

e 5Sl 

/Thm ai« two gigiiiflcaDt polnU In this table. One Is that the business recession 
■ of i^TO^n prodiieed a 80 percent decUne (6.9 down to 4.8), which was followed 
V by a atiU slower tn/b$ (8^) by the snmmiMie 1072. That was the effect ot the 
: controls which Pwrtdent Nixon Imposed in Jlugust 1971. ^ ^ 

Oontrola were taken off in 1978. and the OPI immediately responded. There 
wa« ft (L2 percent Inetcase to mid-year, followed by a full year ihcrease of 11 
netcent^ln the anmmer of 1974. Then came the worst business recession in the 
^=fiaffllB&tM 

botMiin 197e» with a rate sUghtly under 0 percent (G.8). Then the upturn was 
lesoined—M percent in 1977 and 7 percent for the most recent index (May). 
?r ■ ri irth administratlbn's economists have recently come out with an 

^eatlinate of t^ pen!ent for the calendar year 19m ' . 

At the Dreaent rates of increase the index should cross 200 by autumn, which 
V meafia that the index wlU have doubled in the 11 ^ears from 1007 to 1978. Be- 
cause the arerace dtlaen is more conscious of month-to*month changes in the 
indext or perhaim the ye6r>to-year» he or she is not fully aware of the eventual 



iMMdt Oi0«Mtf« rtl ln«iM*;A pr«ieotlon late tli* futuro win biRhltght tlw 

l^^r '^^aImSSmmM^ conUniiM into tta* future^* Coniiumor 

hit; B^^aSTtarSSdSlSfe^l^ (doubl e th e prt ife nt) nnd w UL 



i^irSm^^ Ka£i^im of ttllk now eoatt 80.ccntfi; In Uim It would b« 18.40. 
3?tt3» ift iStW Wftuhlugton would IMI 12. 

ifflbiMWH^ •wn't high enough now to cover Mponeee. 

^thTiWDl^ n.8. OofenSbent end the American rte ii/ what can 

be dStt^K down thlt rate o( InlKtlon. and, If poanlble, bring It to a^nltt The 

WAM'and aalAiiee are the domtnant factor In the national income, Avoragliig 
in MMBtiH^ ebOttt rr percent Adding the Inopme of aniall propriotora brlnga 
Miffi pewemrAbdut flvValxtha of the paUonal fncome goea to 

H ^iSlw^ determined by collective, »«|rg«Iulng. It 

J toSSeSSo^J^Stttooe^ 

. irtSSKMifiSt^^ wagea and fringiTfifceflta. At the lower end of tho aoale. 
Swl?»e25nil^^^ govewmenU atepJUiWith minimum wage rvquirt^menta. 
f!Si(A^?r£^odiSl^ raiaed to keep |tal«w\th general wngo incrcaaea. 
^^enWSoned bne time by a reporttittaa to what wagoa labor wanted. AlPU 
PfiNridSitSSmuel Oompera anawered 'inoie." So the problem bccomea. how much 
SSSt FHJmthe employer'a viewpoint, the source of wage increaaca i» l>«>?««rfW 
\S£minmnmuntrs don't have any pronta. »o there la the riak Of loaa of 

hSmi^^lUMt: wagee abonld not fall through loaa of purcbaalog power. It ia alao 
KSff ttHa n c5K employora will always be trying o improve 

Selr ellSen». TWa foctor ia meaaurcd fiy iudexea of productivity, whidi are the 
• atatlatlcnl meaaureinent of output per manhour of work. 

^^^!mt^^\xSS^iOn of 1046-48 bronght theae two conct^pta togethek* In the 
fkiSna eacalator collective bargaining contrntt between labor and management 
to tiS?l^tSbui SdttitVln mt postwar bittgalning of IMJMC, there had *>ren 
• prolongedatrikewlthserioualOBaof urgently needed au^^^^ 
> SSlrev^ national concern about another strike in 1048, Suddenly In late May. 
tbare waa a public announcement that Charles Wilson, the president of General 
Stalora. and Walter Reuther, tho president of the Automobiie Workers union, had 
SSda nev^Pe of contract which combined two very significant factors. The 
fl^U an wnnia increase In ^agea equ^l to the average increaae 1" P«><l«cy 
totSHLtlcmia econ a whole, which was estimated to be a Jittlo under^S 

Srcentm year. The <^ther factor was a quaftcrly increase in wngca basejl upon, the 
changes In the fConinmer Price. Index. - ^ , ^^j, 

• ^?hUe General Motora WiH the first to sign an ngreement. Ford. Chryaler, aud 
the other companlea acccpSd the Keneral principles, ao there was no automobUe 
' ^ . atrikaln 1048. and automobile production expanded rapidly. * • , 
^nliSo. viSen the contract came up foe renewal, the auto Workers had actuaUy 
anfrered a anall loaa In wagea on the cost-oWlving factor (the index had come 
down a few poi^ta). But the productivity factor bad produced an increaae of more 
tban 5 perfect In wagea. The contract wos auffldent popular among the workera 
' and thttr temlUea that it waa renewed for a 6-yeor term. After that the term was 
ShiAged ta8 years. When the next renewal of the contract comea up In 1079. It will 
bare bean in operation in the a\itoindqatry for 81 years. \v i. 

^ " ^ sweert^f the automobile contract waa that the 

prodwrtlTlty Incrfeaaes (based on productivity in the national economy) were. 
nSirlyldiraw 

' ^ tlSiflB^MDOTted the foUowlng anniml rates In motor vehicles. 1970-76: 2.0, ie*7f| 
, Ss^^^sra.! IDxcept for the disastrous year 1974 (-4.4). all the otherf 
mMare good to exceUent for profits. So It Is not bargained wage increases which 
have aent anto prlc^ to auch high levels: It Is the escalation by the Consumer 
Price Indet. 
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in reoent years hasjci^ated greater Interest l)rf 
^ '^^'i^^^^^^ the escalator type, namely, with^ 



i?^;^vA^^PJceW baaefl Erectly oh the CPI. - . 

:•>: : ry^ i^^ Statistics, the number 

te . ' > about S.lT niiUIon under major contracta What that type 

ift has not been maintained at it? 

for the total private economy. The next table shows th^ 
>4^t$SvVA ': aniiiml increases fo period 1967-78. 7 ^ j 
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VTAB|UE'^i;--PB()DUCTI^ IN THE PRIVATE BUSINESS SECTOR, ANNUAL INDEXES 



^1968^;..^, 
1969^^-, 



1970^; 



Index 


, Rate of 
Chanx» 
(percent) 


.100.0 




103.3 




103.7 


.4- 


104.5 


; .7 


107.8 


3.2 


lU.O 


3.0 


113. 1; 


1.9 


109.9 


-2.8 
1:7 


111.8 


116. 5 


4^ 


119.5- 


2.e 


119.9 


.3^ 



r*FIfit quarter.; 



V^^^^|Phis is a Productivity reached 3.3 percent in 1968, but fell back ta 

.0.4::perc€ntin.thetpeak yea^ It improved substantially in 1971-72, but tllen 
slackened olf in 1973 and littd an actual loss (—2.8 percent) in the business 
downturn beglnhtng in 1974. On the upgrade, some improvement came in 1975, 
ydtli the highest increase or the decade in 1970 (4.2). Often came the slackening- > 

; in 1977, Tvvlth some indication of a iCurther slowdown in 1978, although there may 

rl)e an imprdyemdnt In the second qiiarter* 
A^Che r^ 1968-77 is not tip to the previous productivity gains! 

ql^average^ gain for 1967-77 is just a little under 2 percent a year, which is a 
TObl^ntlal decline from the 3 percent whiclj was approximately* the rate for the 
period between the Korean War and the outbreak in Vietnam. 
- The butlbofc for highel^ productivity -in-the immediate future is not very good. 
With i^hcreaslndfe and expanding industrial production, the effects 

upon tile cnviTOBment are becoming greater and Congress is establishing ne\v 
-higher standards of health und safety in American in dustrieal ' 

T^^ of the new standards is the bitiiminons .coal indus- 

try. For a period of 20 years, 1948-68, that industry had . one of the highest pro- 
ductivity, increases in U.S. industry — an nvenige gain of about 6 percent; per year. ^ 
Employment in the industry declined from 425,000 miners in 1948 to 125.000 in 
3^68, a -cutback df 300,000 miners. Yet becniise of the productivity, the miners* 
wages were ajnong thef high e{^ in American industry. ^ 

In 1989* Congress ifcssed the Coal Aline Health and .Safety Act, which estab- 
lished new health and safety standards.* Furthermore, Congress provided special 
pensions for .all miners, currently working or previously retired, who were, 
afflicted with black liing and othei: diseases. Widows and children of such miners 
were also covered. The costs- were not charged to the industry, but paid from 
Federal funds. The result was about 210,000 ex-miners, with 145.000 widows with 
and without. children, dra^ving black l^ng benefits in 1973. The progiam (for new 
cases) ended in 1973, but the existing ca.<^e load is being carried to the lOSO's. ■ 

Coal raining provides an excellent example of the price which society must pay • ' 
td create safe and healthy working conditions in^merican industries.. New en- 
vironmental standards are also being set" for Ure steel industry, chemicals, tex- 
tiles, ^and a number of others. In suc^li indimries, the improvements in health . 
and 'Safefcy, are essential, both for the affected workers and the general popula- 
tion. But'it mu.st be clearly understood by the American people that these phanges 

: .require indre labor and will rednee^rodiictivity per nmiH 

The'prosi)ect for the economy is that productivity in the private business .«;ector 
will continue into the 1980's at the 2 percent level, .with the possibility of some- 



148 



Inrther reduction. Under those asgumptions the outlook would . be" this— wltt 
to the. cost^MivIng factor, the system of escalating »ee reUrenient 
^en^s by the. Consumer Price Indek, as outUned in section I contributes^ to 
f^Xer inflation by increasing consumer buying. But it is Important to empha- 
X^at this is a^ss^actor in rousing inflation. Consumer P^f « .^^e dur^g 
'thV^ar- but durSie those 12 mohths, the purchasing power of the monthly 

■ S^^te ded"L& At thrend of the year, the beneficiary receives an liicr^se in 
' tt^^onOJr blne^ equivalent to the loss of purchasing power. But tten during 

-JhP npxt v^r he losMTag^n, and so on. The point*is that this is a fading factor 
^n caSlngTnflationf it werrthe only factc^. the inktion would eventuaUy be 

^"'^wevert^'wage increases for the economy as a whole e^f^ff^ the 2 percent 
^X^tlvity ^aln. they begin to offset the savings made possible by lagging es- 
"^at"on through t^^^ the extent that average economy wide in- 

■ ^wSses Sd productive extent they constitute an additional factor 

^producing Inflation. . ' 

in. Early Retirement As An Inflation Factor 

pensions were usually set 'at $30 per month. 



Social Security 



UK 

— ^th 



fh*. RnMnl security proffram was adopted, C5 years was designated as the 
be1bou?-?hrS/sm^^^^ y^P- "'^-t by the 

the following table. 





Year 




J '■ 


(percent/ 


Women 
(percent) 


1964 

1967 ^ 

1970 

1972 - 

1974 

1976 










■ — . /39 
. / 44 

■ / 49 


46 
46 
46 
49 
56 
54 



mmEmmm. 

70 It Will be of interest to note in the next few years cpe exteut 
Increases the benefit payments. 
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In snmmarr on social security, it must be emphasized that the system has re^ 
talned its original hasic character. TThe escalation of benefits by the Consumer , 
Price Index Is the major factor in the expenslon of the benefit payments, and the 
year's lag In applying the cost-ofrliving Increase would gradually bring the index 
down to stability, if there were no other inflation factors operating to push prices 
upward. 

PBIVATB INDUSTRY BETIBEMENT SYSTEMS 

Private industry and a few unions developed retirement systems at about the 
beginning of the century. The A,T. & T.. program was estabUshed in 1913. A 
number of railroad companies created pension systerias for long-service employees. 

However, the depression of the 1930's bankrupted many of the private systems. 
The plight of -the railroad companies was such that Congress passed an act In 
1935^(prlor to the Social Security Act) creating a national retirement system 
for all railroad anployees. This has continued, separate from social security, 
down to the present. . 

W1^S the Social Security Act was being debated in Congress, a strong drive 
was made for a provision offering employers an opportunity to Set up their own 
private retirement systems, in which the employers would be excluded from social 
security. One factor causing the rejection of that idea was the disastrous experi- 
ence of the early lOSCys. ^ 4 

But after W^rld War II, there was a marked growth of Individual company 
and Industrywide pension plans, wliich were supplementary to social security. In 
some industries,- such as bituminous, coal mining, the pension plan was com- 
pletely Independent of social security. In other industries, such as automobiles, 
company plans paid early retirement benefits from their own funds, but cut back 
their own payments by the amount of social security benefits when these became 
available. On either of these bases, the growth in private Industry retirement 
plans during the 1950's and 1960's was very Impressive. 

It Is important to' note at this point that these industry plans provide sub- 
stantlaUy earlier retirement than social security. The prevailing retirement 
age was 60. This was usually expressed In a combination of age and length of 
servlce--60 and 30. or 55 and 35. On length of service, there were minimum 
requirements of 15 years, 20 years, or, even total service . up to retirement . 
age. * 

As the systems developed,, problems arose. A worker,. laid off at age 58 would 
lose his pension due at 60." A worker who never workeiiJ as long as 15 years for 
any on'e company found himself without any private pensions, despite a life- 
time of work. In" fact* there are workers who go through an entire working life 
without serving long enough with any employer to earn a private pension. 
They would of course get social security benefits upon retirement. 

Congress took a long look at this general situation some years ago and came 
up with new and firm specifications for private Industry pension plans. One was 
a requirement that the worker, be entitled to. some pension after a definite 
minimum length of- service, for which there are three alternatives. One Is a fully 
vested benefit after 10 years. Another is the rule which provides 50 percent 
vesting when a combination of age and service equals 45. Still another provides 
for 25 percent vesting lifter 5 years, reaching full vesting after 15. years. 

/Another requirement was. for adequate reserves for pension funds. In addltioh, 
provision was made for a reinsurance fund administered by^the Department of 
Labor to rescue any failing funtls." ' ^ 

The trend In private Industry plans has been In the direction of' earlier 
retirement. In a number of major industries, the plans provide for 30 years of 
service at age 55, There is one incentive toward this early retirement (apart 
from a need to retire from work), namely, that a worker retired from one firm 
or industry can work and earn wages without loss of the pension, in the auto- . 
mobile Industry, such early pensions are now payable at age 50. But such early 
retirementcin automobiles, steel, and some other Industries Is subject to a 
requirement tliat the retiree is restrained from earning wages or salaries In any 
other industry. ^ 

The more stringent requirements of the recent legislation Is resulting In some 
decline in private pension plans, especially among smaller companies. The higher 
standards established by the new legislation may restrain to soiue extent the 
growth of .private pension plans. \ - . 

On the subject of early retirement, there Is little doubt that these plans create 
a larger financial burden on Industry than would.be the case if their retirement 
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; ^private InduStty;^ 

and tJUengetiiocial security^ 




^ ^ ^and 

|?:^ ->^Sfe^|^^ AND BENEFITS, SELECTED FISCAL YEARS. 1956-76 

t^^^ ' V -'^^ • V IDoilar-amounts In millions' ■ . . ' ' 



Number - Paymeiit' 



V,- . .-V ,-■ -■- . .■. - . : ^ ' ■ 560,992 W,322 

1966^ — 604,873 1,665 

iSefe-zc:.—.-.— - — - — — -r - — " r:::::: 662^223 2.129 

1970^^;III- - * : 843,520 3,762 

1973 ■ zi-^-ii- - — ssa es* 4, gs 

1974^^^ - — — — — --^ " 989 786 6.052 

: in the i^yea^ Pprlod i^rom 1^ 1^^, ^"^^^^ 

system Increased from fl"""* f l-'^ *° "i?'?^*^^^^^ $1:3 blUlon In 1966 

■'^fSki:dyil service employees haVe_ln thefast paid s«b^^^^ 
'thplr^etireinent benefits than the social' security coverage. The *eaerai con 

: ni-^t for the hospi^ insurance program 

^ ""t^^^^^ Is "that Conpress has ordered a stiuly.ot Ove' 

po»¥MU^5f^^^ the Federal Government retlreinent programs with social^ 

^^hlJ^'ls one Important point coricemlug Fedei^mployment xyhlct^fa riot : 

• • 'l^^^ o? M5^^ a'year. But there has been no recent 

• S?^at aU ; the^^^^^^^^ 'or IW* was 2.724.000 and for 1077 almost exactly the 
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MIUTAttT PENSIONS 

This subject requires more attention than could be given, for this paper. 
Veterans of World War Il'are reaching retirement ages, and they will be 
closely followed by those from the Korean War. This cost falls on the Federal 
Government and will constitute a retirement outlay in the future much higher 
than the funds required for ^ivil service and other civilian employees. 

SJCATB AND L0C4t OOVEBNMENTB \^ 

Retirement systems were slow in developing in State aq^ local governments, 
partlj because In some places the employees were political appointees subject 
to occasional turnovers. A retirement program can't operate under such circum- 
stances. In other places, the employees were able to stay on the job as long as 
they wanted to do so; even into age 70 and beyond. , 

But the new conditions in tlie i)ostwar economy brought some fundamental 
changes iiv^, the States, counties, and cities. The lead was taken by workers 
providing; e^entiol services, such as^police, firefighters,N4ransportation workers, 
' and sanitation workers. 

The 'Situation )n New York City is so well known that it can serve as a case 
study, representative of many other cities throughout the country. The transit 
workers (subway and bu.s) had'a contract with New York City which expired' 
on December 31, 10G4. The newly elected Mayor Lindsay did not take office 
until^ January, but the union leaders refu^^ed to settle with the outgoing mayor. 
They then conducted a strike in the first week of May of Lindsay's term. After 
some bitter negotiations a strike settlement was reached. 

Then In Ainril» the contract with the city's sanitation workers came up for 
renewal* It was vital for the new administration not to have another strike. So 
the city negotiators accepted a provision which permitted sanitation workers to 
retire at 60 percent of earn|n£^ after 20 years of service, at any age. 

This was a monumental change In retirement ik)licy. From that day forward 
- early retirement optibns^pread rapidly. The transit workers wanted the same 
privilege, but the city-feared the loss of so many of its skilled workers, especially 
the machinists repairing the cars. However, In 1971 an agreement was reached- 
for retirement at age 60 alter 20 years of service \^th a benefit of 60 x^rcent of 
earnings, with additional benefifts of 2 percent a year for longer service. A worker 
entering at age 26 could retire at 60 with 60 percent of earnings. 

The stimulus toward early ' retirement \^as greatly strengthened by another ' 
provision of the contract which raised monthly benefit payments. These were 
based upon the employees' earnings in the last year of service, including all over* 
^^Ji^e earnings. The result was that employees planning to retire sought all the 
overtime they could g^t Stories have appeared in the press recently citing ex- 
amples of retired employees drawing benefits higher than their reghlar fuU-time 
earnings -on the Job. Of course,, that scale of benefits could easily be achieved by 
^(^g-service employees. 

- But .the other advantage achieved by early retirees was the opportunity to 
earn a second retirement benefit from another, employer. An employee retiring 
at 60 years of age could earn social security coverage by age 60, and, in addltiont^ 
possibly .a second retiremeht pension with a private firm. 

This overlapping of retirement benefits, coupled with full-time earnings from 
work, is the duplication of incomes which causes inflation. 

New York is not unique; It la qnite typical. Tljroughout the country other . 
local governments (and States) have established retirement systems which per- 
mit early retirement This is one reason that the local governments are in fi- 
nancial trouble. 

Police and firemen have long bieen in the lead of the drive for early retirement. 
Because of the personal danger In those oc<!upations, early retirement seems 
natural and logical. However, those systems usually provide for tax-free benefits 
. for disabled retirees. The result has been in many cities and counties that from 
75 to 90 percent of pie early retirees are classified as disabled, which means that 
they pay no taxes on the benefits, or only a small amount. 

Police and firemen are very special classes of local employees with relatively 
small, number.s. The problem Is that other State and local eitfployees attempt to 
match these retirement benefits, or at least to move toward them. And in the case 
of these other employees the hiimbers are startlinir. 

State and local government employment in 1950 numbered about 4 million; in 
May 1978, the number was nearly 12.9 million — more than triple expansion. 




'# - .it;te tri»t any one &ctor; W^ rather a comblnaUon of factors, whl^ togeUier 

i'ii^i:. <.,,sJBtrodnitto »^^^ th- Consnmer Price Index is a strong 

kd*^ I f ' ?^ Ot yn^_??^ ^^^.^^^ increase In pro- 

V^i^ : -»viatatab^ prices riSe 9 

: VliiCtlTftS^^liU^ ManceB^^ require aa economy- 

-:»S^aS? K^"^ S^^.Si»ened duration Of , 

litiT]Sa^'i»»ww^;ea;|^ 

•irtffi^^rffir^ft tome reason solution can be devised. 

. Sijnator Chcbch. The hearings are now recessed until tomorrow 
"Tmfreu^o£'S2-^^^ p.mv the hearing recessed, to reconvene at 
10a.m^^ 
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, - A'P p N D IX ' ;■' -.^ ■ *»■ 

: ; ^ :* 

'■' ■ ■ ' . / ■ ■ - • . ' "i^"^ ■ ' '.'- *: 

a^MHAO^ DEPABTMBNT OF liABOB, »ATED Jliy 31, lOjif^^^^ 

mnch for your testimony At our r^t 
^S^S^-SJ^"?*'"™®"*' Lifelong Learning." I» was' clad SatvoA 

Sii^-^ a dose wS^ relSSib w^^^^^ 

oAdS^^^^J^^ '^^^ requeets either mkde at the hearing 

2!L iSli J5?^^® would like to have this additional material by SentemSpr^K. 

^^^-F '^"^ Is not posslblXfiSre a fta^^^^ 

^ 15^^^ to liav^an Interim resp^ Sdl^n^ 
information win become available. ^eponse inaicanngr . 
With best wishes. i; 
',: Sincerely, . . - ^- .-^ . .^ . :■ v " 

■ :■■ iv," ■ ;Tb4itk OHUBc^r, ■. / 

■ ■;'f'r;-v'' ■■ lEnclosure] . *• 

■■■■■■ ■ . ■ ■■ ■ :^ ■ ' ■ ■ ^ . : ■. >■"• , ^ ■ . 

. 'vi? L . . Questions Fbom Senatos Fbaitk Ohuboh -f^^^^^^ ; 

the Bureau of Labor Statistics proJecjtB i contThu. ' 
tefn^S^t '^^t^ Of older ReVsonTUiro^gh the 

SSwSi JSf 'or men 55 or older tb 35 i^rcexit , 

^^'J^A ^^^^ ^^e enactment of the Age Dlscrlnilnatiop in BtaipS. 
Sfl^fh^f^f?!^^*® '''^S^^^ downward trend? In addlhdp, is there a pbssl- 
. w^?^ reversed, as pension costs conttoue to climb because* ' 

- ir'SJ"*^®^ "^^^^^ of older persons to yo^nger workers* . 'r^"°'? 
'JL^I^^^J^^^ consultant— 
S^^^i?? estabUshment of minimum benefits, along" th^Unes of ?i mUdmnmV 
wage.:What labour reaction to this proposal? - f 

^^"*i°^J5 for trahsfterring responsimuiy for administering ^ 
the Age Discrimination in Employment Act from the Departtnent of Labor ta« 
Sg^^Jkl^^ CommlMlon—especiiUly. since :eeoo has a. 

4. ^What wo^d the cost of reducing or ellmfnating the FIOA tax for olSer 
wprkers by extwidlng. the current eamed-lncome tax credit to aged persons 
without children? o ' ^ v . 

5. In "fiscal 1»77, x)ersons 55 or older accounted for only about 6 percent oiP ai^ 
°®^„®proUees in the OETA (Q>mprehen8lve Employment^ and ^Tralnlng Acty 
public service Jobs programs, ^/^ak has the Department done or plans tb db tO' 
sensitize prime sponsors about the needs of older workers ? ' " ' ' 

.. 6/ You have said' In your written statement ttiat more. Americans are finding'* * 
It possible to retire at an earlier age because of "risinR stApdard^ of llrlngLand* 
increased concern with Income security." Do you tHInk tiftls trend toward', ' 
earlier retirement W desirable when the cost of public and private fncome main- • 
tenance programs are mounting rapidly and will Increase more rapidly In a few / 
years? * ■ 

7. Ton fltate that the labor force paitlclpatjon rate for men 5f>;and oveirils 
expected to drop from 48 percent now to 35 percent in 2000. For older wpmSi, 

4^ 1b expected to decline from 23 percent to 19 per<?€fnt during this same i^erlod: 
What assumptions are made In arriving at this ratie of 'decline? W^at has been* 
fhei history of accuracy of labor force partlclpatioh raties for the ^+ group In' 

vtbejast? . t . ■ 

'(153) ' V ;/'.*>■, ; 
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8 Thp 1»78 Ajtft DlsCTlmlnation ln Employment Act Amendments direct the 
^^.2^ollt^r to. cSSduct a study concerning the effect <,f ^is ngt^^^^^^ 
aire Umlt of the Age Diflcrlmlnation In Employment Act to 70 as weU_a8 tne 
feasibiU^ of eltolnaUng the uppet age celUng enUrely. Your letter of J"ly 12, 

w^Ttten ^ resS to^commiule ^^^i^^'fl^^^X l^l^T^^ S^^To 
issue an Interim rep6rt by January 1981. and a final report by 1882. wnen ao 

thfi)e^irtS of Labor t°o give special ^consideration to m nonty ^ 

Caucus on thrBlack Aged^nd the National Association of Older Persons? 
IX ^at Is the DepTtlS^nt Labor doing to promote job performance evalua- 

"To" ThT*BS'of''^pfesentatlves - recently passed the Federal Employes 
Flliibi^a^d^cZp^LTworK Schedules Act (H-R- ^«l^Mnd^ 
ployes Part-Time Career Employment Act (H.R. 1012S). wnat is your u^im 
ment s position concerning these two bills? 

QUES-noNs FboM Sebtatob Edwaed W. Bbookk 
'senator Brooke asked that the following questions be raised, since he was 
'^rr^enf a%^ »!,"atTorar KOL received during fi.e past three 

empl^^^e? on biSher o^ ? In other words, what are the reasons that DOL takes 
'^T^''^o:Ty^^'^^^^li^^^^^^ individual for bringing 

Wonld you agree? 

^^5^--T.^/l^^^^^^^^ 

&, ll^^fl^^^Jo'^^l':^^^^^^^ Urdlwhich we were to 

'"F^hope this information Is useful to you. Senator Brooke, and other members 
of the committee. r 

Sincerely, Marshall. 

, Secret ary of Lahor^ 

tlSnclosiires.l- ' 

. Response TO Questions From Senator Frank Church 
1 See statement, p. 112. 
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Ipil^^^ln^^^^^ In addition, ia 

W^'ii'^lSim pension costs continue to 

^•v: )^|pp^p^ ithe:^a78iamend¥(ients to the Age Biscriifiination 



-iBfbor >force^j;j 



jTcfpatioiij^p^c^ leaving the labor force 

_,,.r«,. f«y;.-^ is smalL The. availability of 

mxK$^Tenw hieiEatb/ are probably more important 

W^^^loiccaX^ 

|jiu^^^:;^r^^8jli^^ (^A) and the 

^"^^ :0nrrent^'£6pau D^artment researchers estimated that an 

" "^""^^ txriTS^C^P^ 69 would be In the labor 

^iem^m^ age 7d! were banned, TOls represents a net 

• Wrce^^^^^^ of ^'percent due fco/the 



#^?&$Sil^F^4J>^.A^^ tiiat about 30,000: men aged 

^;;: ^|^epWf^x;^^ part tinK^ as a result of manda^y 



liSl^Av rAsipa^^ amendme 
P^^^^'i'deiye!^^ of the effects of ^ 

brf ¥^ xeti]^^ ' <diid|igeiL . Congress ; has asked - the Dei>artmen t to , dey( 
P^iiM^^inatioiipilni;!o^^ outlawing mt 

i . ' : <i t;|^^^^^^^ '*pi^-aa*jr6i)^|^^^ social security ( and many 



its, we will 
the inandator;^ 
W such infor- 
idatorr retii^ 

bUc-emplpyee 



§l;feif ;*|jiS^ places an lncreaj|lnR burde#oh 

g^^f^":r>!ypttjig©^ benefits. The result :n^ayi[be gro^ng 



' ' -^^ *^ IncreaM^ the-laWg: force particle 

^i^i^^^fi^it^^^ <^se of the social security sjgitem, it i^ 



I fipm y 




S:i^^;c'!^?^I>ati6n^ . , . , . 

'i^^' S?tp odhjTOtiw Jasfc lipw strong-t-ftnd iiow effective— ^ese pressure 

^ese deii»gi{aphic shifts 

ii^- ^i^^ by the time the workeigretlres/all con* 

-J f^^^^^^^ made. However, berfeflra^under pri- 

i'SSft^^iyate^^ en tir^ funded in advance of retijrement because 

i^^^r;rb^?^^^^ for funding benefit increases and /unfunded 

^ /: j?rior ae^ a more limited extent, they will be subject/to similar 

i?^^i%&inre^ face; I - I . 

^^T'-'^'^SifjiieiUdn'^ One ol^ the coinmittee^s wltnesses^-Willlam Babson, /a financial 
■ i -^C'?^ of mtntmum benefits, alpngvthe lines of 

'^^^^^ a:^^ to take a position on Mr. Babson's proposal to estab- 

benefits without studying his specific proposal in conslder- 
^ within the administration. However, without 

i& position, we can sketch out the potential econo^c effects of such a " 

5 "Ai the law currdatly istands, companies are under no obligation to offer a pen- 
' B^^ plan to their employeea (Those who choose to do s^^ljiotogh, must meet 

iA minimum-benefits law. could be exr^K^ed^to cause some 
" 'i ^ : sponsors will conslde^^the i)lan excessively 

costly; ' ' 

;?4The necessity, to fnnd the new minijnum benefits could 
Went effects as employers unable to bear the higher labod 
^>r cut' back their hiring plans. In the long run, a mining 
so slow the growth or take-home wages jis the company'^ J 
ca^t^ away from. current/ wages toward deferred wages (i , i, 

ise economic effects would be selectiVe in their impact tiavji^ig their strong- 
est impact on employers whose plans do not already ifrovide the mandated 
minimiim. • r . ^ ' ' 

vQucBfUm S. What was the rationale for transferring responsibyity far admin- 
istering the Age Discrimination in Bmpioymeht Act from th^ department of 
Labor to the :Bqual Employment Opportunity Conunission — especially since 
SBOC bias a huge backlog of claims? , . : 



EL^ negative employ- 
S'cost lay off workers , 
)ni'b^efit law could 
Aibbr <;ost6 are reallo* 
ensions). 
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enforcement of the ADEA. (and 
lUie BkLiiti^Bi& Aet) labor to the BEOG Is scheduled to 

•taW^OTiict^-tiii copies ^f testimony presoited^last 

Ma«^ l^ore^^&^ Affairs, SnfbcommlttGe 

-on Legl^atli^ ai^^ Mr. Donald BUsbnrg* Assistant Secre- 

48t7 ot ^ jCmpIx^^ in the Department of Labor, 

aikl Mr/ JanftoT/llcIhty^^^ the OfBce of Maiiagement and Bndget, con- 

^ceiacdiirtheireorganiTO change is being made. These 

•tl^temeiits e^qplain In fi^ the xatlpnale for the transfer of responsibilities. 

giie««0J^:4; "WThftt would b^B|tee>cost ^ reducing or eliminating tiie FICA tax 
iar oVii^- wovlui^ credit to aged 

r i^etpontf^. ^Tbe earned-income tax credit <BITC) currently applies to earnings 
up^ta 18,000 f^r imrents with^ in the household. The BITC amounts to 

i 10 iiercent credit on earnings up to $4,000; the credit begins to be reduced at 
jiriQ perceiit rate wlien earnings exceed $4,000. finally disappearing at 9oSjOO. 
" Through use of^^^ the March 1977 Current Population Surj 

tey» we have- Inade a rQijgh estin^ the revenue loss that would be caused 
Jby: extOTdliig the BITCQo workers 65 and over. The estimate was developed 

—Only the eamtngB of the over^ worker would be eligible for the BITO. 
; Thus, if piOy^ bhevpartner to a marriage were 65 or older, only he (or she) 
- ^wbiild beeUglble fdr th^ . „^ „ 

-—Persons over 65 living alone or vrtlh unrelated individuals would be eligible. 

-^AU^Workers^glble for the BITC woul4^^^ 

Under these assumlJtions,' we estim^ite that the annual cost of such a chMge 
•In iffirO p^slons. would be aipprb $272 miUion. Of this total. $lo2 

iinilllpn would go to aged persons living with a spouse; $120 million would go to 
/aged perrons Uvlng alone or ' \- ^ >, 

Quetiim 5. In fis<»l 1077, persons 56 or older accounted for only about 6 per- 
cent of all new enrollees in the CBTA (Obinprehensive Employment and Train- 
ing Act) pubUe service Jobs iirograms. What has the Department done or planned 
to do to sensitize sponsors about the needs of older workers? ^ , ^ 

Reivanse. Ab A followiip to the national program for selected population seg- 
•ments^CNPSPS) operated under title III of CETA, a series of monographs was 
Dreparedf describing various approaches to the prorision of services ft)r sp^c 
groups. Including older workers. These monographs were distributed through Oie 
^stcm^ and served to assist prime sponsors in developing better progmns for 
older workers 

Ad^tionally. prime sponsors were directed in developing their SrantaEjplica- 
tions for fisSl year 1OT8, to Identify planned service levels In^their CBTA pro- 
grams by race, age. and s^ comparable to the incidence of these cat^ories ojc 
workers in the unemployed population. Prim^ sponsors'>v;er6 exp^ted to plan 
programs at levels approximately the levels of need, ^ere variances were 
tound between the level of need and planned levels of services. 
to nrovidean explanation to the regional ofBce and, where indicated, to makethe 
necessary modifications in the service plan. We regard the linking j)f the grant 
^tmUcation approval process to the planning of levels of services for age^xace 
.a^sex groups as an important first step in the approach to assessing service 

*^Owe«/Lf^*Tou have said In your, written statement that more^ Americans are 
finding it possible t6 retire at an earlier age because of rifi^S standards^of llvj 
Ing and mSe^sed concern with income security.'' Do you think this trend toward 
eariier retirement Is desirable when the cost of public and private Income main- 
-teriance programs are mounting rapidly and will Increase more rapidly In a few 

- ^sfionse. The trend toward eariier retirement has been apparent for the past 
four decades and Is linked to the dramatic expansion of social security, among 
other factors. At ttie end of Worid War II, for example, just "nder half oTmen 
•85 and over were. still in the labor force; today the figure Is^one-fifth A typical 
•bale worker tbday. retiring at about 62, can look forward to over 16 years of 

^ Seep. 161. . ' ; . 

• See 163. * 




ffe^irciiii^ the prospect 

: ^ been rendered less \rorrisome. 

>^^4^v ^^niit^iienil^tdwM for retirement income 

;j i^TOj^ huBig, incQiding social security, SSI, and 

"vyiapyiy jiiiiKw^^^ rtf whtrfi are sensitjlve to demographic changes. 

^Wi^::: tCliie^^^ for dealing with these difElcnltles. 

^^^jy :^/rr?VigOC01^ Act, and 

dlssim concerning the abiliaes of older 

iirvf-: v workeia^^wlliciens^ it occnrs, .ls truly voluntary. 

kidi-^ ;:^^Th6^en6btirageme]it4>f other flexible arrangements 

^^::i/y: for.:<^4^\,^0rkera will afford them the option of partial rather than full 
rettteme^ ' ' * • * • 

'^i^, /:>^-rr^rhe'4^^ Operate on a funded basis, will pro- 

ii^!^>. ^r i Ylde i.m^ retlrem^t inccmie which lades social security's 

t^A^^vv In the Department's opinion, it 

private pension system within the 

iS^^v r^^^^ ft 

^i^' ' : li^e beli^^ combination of early retirement and projected demographic 

^/i^i'^ir^ihiudg^ bat, not alarm* It is possible to deal with these changes. 

wy^idut:ritfiwlly^CT the options afforded to older persons. 

l^i^v-.- ^ Qiie«Nd9>^>7; Tott state that the labor force participation rate for men 55 and 
A-<^er is from 48 pei^ent now to 85 percent in 200Q. For 61der 

'V:6 .'t^w6me^^ to decline from 23 percent to 19 percent during this same 

' in arriving at his rate of decline? What has 

iV.:;v^^ force projections forithe 55-f- group in the 

^'l^' R€9p6Hse^i:The BLS labor force projections cited in the prei>ared statements 
^^^]^^were devdcqp^ projected labor force participation' rates to Census 

^^=^l>rbje^ age brackets (65^9. ,60^64, etc). 

' ''^ ^^qr^^ projection f^ the over-55 partidimtion rate cited in our testimony are an 
agipregation of th^ different age brackets, and thns reflect the shifting age distri- 
\>ution within the older ix)pnlation as well as changing labor force behavior. . 
A l^e BLS analj^ separate pi:oJections - for three diffetrent sets, of . 

• assumptions . '^•'^■^•v^-. 
y -—In series A, the partiQiixation rate for each age/race/sex cohort wijthin'^tiid 
■ 'iOTer-CS pbpcdatioivia asstoied to remain constant at its 1977 rate. This.-is iidtr 
« ' ' SL realistic assdmjption* but serves as a "baseline" case to isolate the/effcictyof V 
demographic shiftd within the over-55 age group. In series A, the participa- i 
tion rate for over-55 iitales would drop from 47.5 in'l978 to 44.5 by 20001 for 
women, it would drop(^|Ma 22.6 to 21.0^ . ^^ i ^ ' 

'—In; series B, it is assumScP^t the ephort-spedfic partidpation rates win b^ / 
v - . ^s^ble iintil 1980, due to the recent mandatory retirement changes, but will 
th^ continue to fall at one^haU the trend rate for^ 1970-1077. This would 
. result Jn^. the partidpation rate for over-56 ipen dropping to 84.5 by 2000; 
\ t§evTA|e!.'f^^ would drop to 18.6. This projection reflects the inters 

.^litediate'ajMnmptlons and was lised in our prepared statement 

'i^rie^VO,'(^^ participation rates are assumed to continue drop- 

. ' l)Uig.^^ trend rate, without interruption. The partidpation 

rates fbr over-sis men and women would decline to 23.4 and 15.9, respectively, ; 
■:• V by 2000. This is an extreme scenario. It is not expected that partidpation; 
will dedine aa rapidly as series O suggests, since the 1970-77 trends on whidi 
it is based reflect two recessionary perioda 
BLS labor force projections are continually revised as a result of testing thfi; 
assuniptions against actiml experience. Past, projections have shown some tencF 
^^cy—whlch we believe has been remedied in this latest series— to underestimate 
the trend tbward early retirement. Also, the labor force behavior of adult women 
in general has been diificult to model over the past decades. Overall, though, the 
BLS projections have had a good record for accuracy. The 1965 projections, for 
example, overestimated the size of the over-55 labor force in 1970 by only 37,000 
persons, for an error marglng of Jiess than 3 percent The 1965 figures overstated * 
the 1976 over-55 labor force by 1.7 million ; however, the error margin was -prob- 
ably Imdly inflated by the 1975 recession. 
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I A, Hlth mHm ittumn constant 1977 annual •yerage rates for each ace-sex-race subgroup of the population. B 
' Medium Mrtet tstumM constant rates to 1980, then a drop at H the trend rate for 1970-77. C. Low series assumes con* 
tinuatipn of the 1970-77 Uendf unabated. 

Quettiion 8. The 1(^78 A^e Discriitiiination In Employment Act Amendments dl* 
rect the : Secretary of Xabor to conduct a study concerurng the effect of raiding 
the upper age limit of the ABKA to 70 as well as the feasibility of eliminating 
the upper, age ceiling entirely, Toiir letter of July 32. written In response to a 
cjommitte^ Inquiry, aays yon will make every effort to issue an interim report by 
Janqary 1981, OAd :^flnal rex^ort by 1082. When do you expect this study to 
begin?,. .-. ■■, . ' l 

. Question 9, The I)epartment of labor's annual report under the ADEA has for 
10 years referred to a .study in progresEi under section 5 of tlbe act to examine 
"the institutional and other arrangements ^ylng-rise to involuntary retirement." 
To date, no satisfactory study has been cpmpleted. When do you- propose to com- 
plete this study? Will this be-jwrt of the-bverall study mandated by section 6 of 
the. 1078 amendments or will it be handled separately? What are your specific 
plans and timetables to address this issue? ' * 

: i2e8poii«e JJ.<Kflae<Mon8 8 and 9: Under settlon 5 of the ADEA, tlie Secretary of 
liabor is dlrecmigSku)^ an appropriate study of institutional and other 

arrangements gH^HBMjJnvoIiratary, retirement and report his findings, and 
' lipprtipdat^l^HHpQ^^commeifi^a'tions to the President and Congress." 
Section 6 of the Iw^Mien^ents amended section 6 of the ADEA to specify 
that the study of involuntary retirement shall include: an examination of the 
effect of raising the upper age limit of the act to age 70 for non-Federal coverage, 
determinations as to the feasibility of eliminating the age limit or raising it 
above 70 years of age, and' an examination of the- effects of two exemptions. 
One of the exemptions pertains to certain executive policy-making per.sqnuel 
entitled to pensions of at least $27,000 a year; the other pertaln.s to tenured 
faculty employed in institutions of higher education and is set to expire on 
July 1, 1982.- The amendments specify that the study may be undertaken directly 
* by the Secretary of Labor or by contract or other arrangement, and stipulate 
that the Secretary is to submit an interim report on the section 5 study by 
January 1,1981, and a final report by January 1,1082. 

We have been working to develop an appropriate approach to fuiflll the study 
reanirementfl of section 5 as amended by section 6 of the 1977 amendments, in- 
* '<andlne an adequate staff capacity to oversee contract work. Wo expect to puiaish 
— a request for proposals for contract work on the study shortly. Interest in pos- 
sible contract work on the study has been indicated by several research-oriented 
organizations. We expect to complete the stuay within the time requirements of 

^Question id. The Senate version of the 1978 Older Americans Act Amendmeuts 
directs the Department of Labor to give special <!on8ideratIon to minority organ!- 



community service 

k : for the senlor-commSlty wr^ 

^-i^'^^2^^p^i2^7f!5^^^ 0' Older Persons? 

* ' V'ni'^^i!?i^^S?'l"*^^^^ did allow for a considerable ex- 
^ C^^&^^S^&^SS^^^'^I^''''*^ program. Mindful of the 

* ^^ '^SSSrSiS^^+^'^^f^^ *° «° n^'ve role in the 
!f S^jSSS^i2£i*^P'^'°'' i«served about $5.4 miUIon for projects with 
-S^S3^^S!^^fv"?^«'"«*f«?«'- awarding these funds we are uSng 
%i^^BStBf^f^^^J^^^^'^^'' P"**"'^ solicitation of grant apS 
lite?^J^«jf!'^l!.^^*°*^^ ° P»°«» knovjrledgeabli Federal em- 

^ . ?^ ori^lH,r, the Admlnlstratlcm on Aging, 

. ' ' ACTION. The rating criteria usfed by the 

applicant organizaUons that show^a an 
' «" older persons fr«*m minority 

^ ?^^IS^£I^^^51!^ recommended that three be approved 

W- -^^^^ by the National Urban league. 

I*^-W?t^^^ «ie NatloualcS 

^-'^^^^Si^^^^SSS? Employment and Training Administration 

S^^^v 'JtV^v'^^ as a result, we- are now negotiating the final teiWs 

"HJjjwflit^^ these organizations. I am told that the negotta^ 

-E^^ ana^that we wUl^probably be ^j^^uting the grants 

i^^^-Mf^ wIU be awarded tb provide fonproj-- 

r^i^rV^^I?**^ to more than^^OO persons In 21 dlffer- 

p*SS^^O*«^^^ doing to promote Job perform- 

' i^^;^JKe#poii4fa..;^ P^rtment of Labor, through the auspices of its research wid 
rfte^lopment^effortsrhtts-sponso^^ projects of varying scale to examine 

•Tftr^^ notable among these was a study 

j CCMlqiicjted xmd^^ tlje Manpower Development and Training Act of 

' what the potential was for a program of job upgradlng.^The 

V fpcii3^th0 Department's employment and training efforts in thi^ past few years, 
; - however, ;hfui: been to wa^ Jobs, for unemployed people. It is our hope 

; ;tluit^ as the economy Unfiroves and the employment picture gets better/ BOL will 
. be. la a better posltiM to mount programs to deal with'some of the problems of 
.mid-career training and to examine further the quality of performance of those 
. gradtiafiing from onr training programs. In rtiis regard, both the Senate passed 
; and tHonse reported, veraio'hs of CETA contain a prbvision authorizing 
..siMdnsors tO'tonductVnpgradiiig programs through agreements w^ith^pij^ 
: .'prlviate employers. . ^ \ ^ 

: Qtf«9No» Xi^./Ch^ iHouse of Representatives recently passed the i'^eral Em- 
ployees flexible arid Compressed Work Schedules Act (H.U. 7814) and the 
Federal ^Employees Part-Time :C!arjeer Employment Act (H.R. 10126). TWiat is 
your pepraii^ent's position concealing these two biUjs.? 
; Rekppntt. Th^ administration has expressed strong ^pport for H.R. 7814. The 
legislation represents a reasonable and balanced approach to the testing and 
eva Inaction of flexible and compressed schedules in Federal agencies. Therefore, 
we favor enactment of tills legislation. ; . / " 

As for the. provision of part-time employment, this department stron);7ly sup- 
ports isiich Efforts. P^irt-time employment i^ one method ^ providing a wider 
selection of work opportunities, especially for older workers. We encourage 
"^/private industry. to adopt such arrangements and we support as well govern- 
. mental, efforts. In this, regard; the"^ administration has taken steps to increase 
■ J^^?Lt\r^m<^ employment in the Federal Government. On ^September 16, 1077, the 
^ 'president, called upon all agencies to establiBli innovative programs to expand 
- permanent part-time opportunities. As a result of thin directive, the number of 
permanent par|;time workers increased by about 20 percent during the Inst year 
* at a' time whieri' the total permanfent work force dropped by over 6.000 positions. 
As for the specifics of the legislation -as passed by both the House and the 
Senate, we'are aware that the OlOce of MaQngetnent and Budget and the Civil 
Service Commission ha^e expressed opposition «to certaiif provisions. We would 
defer to these agencies on these matters. 




rOitMMm 1; nwr'liinm* dl^liiattlon c«ie»I>ad DOI* recelTei durtas the 



•"SJtiS^XWrin* Itacal y^^ thtoogh HboiI year 1877. InclnMng the fiscal 
^Sf^^^traSSSw^Sa^Sran^ complaJnts were filed 

]?^«S?'SSiiS?S!SL re^wsnta an annual average of approxi- 

^Sii2S?*^™^Sl» age dlKrixnlnaOon cases does DOL bring to court? 
^^S^JJSL^^lffiwSlti^^ rolts and suits by the Department. 
tvS2S^tf^ta tarTSS^ Utlgatlon and patteni and 

prattice c«8» ^"^^^^ the Department can accept such 

'1;*Se"^&'^^Uef S w^^^ not involve precedential Issues, the 
g) SlT^m to *S^?taluSl^ IS su^tantial-e.g.. discbarge ns con- 

0«'ttT^m~d'"yo5^«^^^^^^ average cost to the Individual for 
brtaglnghls/hwoT^agedlscri^ P^,^ „e „^ ^e. 

Responte^AM data on the costs to Pla»^»ff 5; J"" I" however, that th6 statute 

•"^•^.'"Mffftrs^rr^o^e^^l^^^^^^ an ennat 

SSnl iSuSStat^ Sails Tn Se event'of wHlful violations) and. In addition. 
. reasonable attorney^ fees and court costs. irwilvldnflUv'brouirht ace dis- 

hind such dedslom. and "We^J^^data Is not avali^^^^^^^^ 
attempt *'';<«n<^"a f trMOlntlon of j^^^^ 

ruiStrdfott^^^^^^^^ 

liave su^^^^^^ -ruTd-ZraS"" ^'"^ 

desist, authority, .^resident C«ter s lleor^^^^ ^^^^ Department 



equal omptDyiiieni: op-^ 

li^^^vi^'^^ you may wisl) to obtain the views of the 



^^^if^liB^iaim^vfT 6r^l^ Seoretaby, DEPARTMm||^x>F Labor, 

p::i0t^3^aa^^ Senate, jKou 0, lOtS^ 

( ^ ^ j5dU^;^,C^ andi^ of this icoinuiittee, appreciate th lsi|fK)rttinl ty to 

i^^^^ifEmx^ar Plan No. 1 of 1078. As you 

^i^>^ opportunity program are 

^^iTii ?jq€^ and will be affected by the plan. With me- 

i^w^-y'fl^^ effect on thel Department of Labor are Xavler 

Jf^^ viVeU, Ad^ and Hour DlfUlon; and AVelddn Rougeau, 

. Pi^tf^ Contract CompUdBe Programs. 



I be^r,I: yi^ 'sP^® reorganization of the Fed* 



-l^^eraijElllEQ^ in the plan. llio^Pepartmeiat of Labor woi^ked 

|0]^ clpsefy wltb^ as this proposal evolved. 



jmsiu^ :Plan^jO>,Vl^i8 a wo3rkaWej90lu tlon to the many defldences in the^ . 

^||; l^;'Fed6^:<^ opportunity pH^ams. It Is most Important l^at the 

f-i^ : :;ig^ the Department of Labor be 

fei^Vyiewft^^^^ plan, the end result will be a major step for- . 

;:?t^4.n. Brle^i^'th^'^^^ of the Age Discrimination in 

; JJmplojqne^^^ (EPA) to the^ Equal Employ- 

(EEOC) effective July 1, 1979. Enforcement of. 

i-i^'^'^; these'S^^^ the Wage and J^our Division of tlie Ein-. 

:f^§f ;Vi4oymeiQt^^^^^^^ The ADE]1 promotes th%;employment of 

S^'^v^ 'bolder: Iwpr^ of age based on ablllty|jrathet than age; ■ %i 

ntV;: pr<^ In employment; and he^ employers and 
empldye^-'^JEI wilyB to.^^ X»bblems arising from the Impact of age on employ- 

Si;;c ;in€^^ may not ;pay employeefji of one sex 

^Ai^^ r wa^es^ att^^^ra paid employees of the opposite sex, employed 
^:^^ ;;.Jin the:sam^^ 

fllcUl^le^ are performed under similar working 

;iivr^^Vc^idonmUoiw. ^ ■ 

l^v^^ ; T the EEOO involves the transfer of 119. t 

£>i^ij?pslti(ri^ the EPA, 198 positions and $5.3 mlUion. These 

• : ' rt :!\^ flri?ily that the two programs which 

w^ mid-lj&79 have made ma jpr- strides in ful- 

ti^ fll^ purpose during the4>ast yeai;. Tlvls ^ntofstration, has been : 



, ,&tf oil^ cpinnttiijfed to im in their enforcement. We have made com- 

"^^^fjniltmfaita :oil*ad^^ to overcome- prior deficiencies; and we wIU 

. effort during the transltionf period, giving priority to full enforce- 

^ v. ■ men 

^ii . there-,were complaints against 5,054 establishments 

^ V'v iaUecing v^ o£:the ADEA, stnd 5.000 investigations, and conclliatloh aetlpns 



iWere taken in; 5»0Q6 : establishments. Monetary violations amounting to a record 
n '^^^^ were disclosed — $8.9 million affecting 

v - 1 jot persons were dis^ as a result of fact-finding investigations, and ^he 
^v^v remainder- resulted Xrom conciliations in which employers, employment agencies, 
and labor orgaptzations consented to pay while not being formally charged with 
%;i y or admitting to violations" of the act. During calendar year 1977, the Department 
fc- medSft lawsuits uftdfer the ADEA.: , ■ 

^2E;.-x As^a result of tt^6.De^^ enforcecbent effort during fiscal year J 

7^^1977, 1,293 indiwdual^'^w^ age discrijnlnatlon were aided. A total 

^■■■■^kbt-^/t million in lodt. income was restored to JT^^lndlviduals in 383 establish- . 

' nitots, and 632 piersons who were hired or reinstated, are projected to earn 
1' 7 '?^$4.1vijD^ employers agreed that they would consider 

<|t applicants aged 40 tb 65 for anticipated Job vacancies totaling 14,584 a year. ^ 

The Wage and Hour Division's investigations disclosed Illegal advertising In 
^: C 3^ affecting 648 individuals In 232 establish- 

>i ,^-ments, and iUs^al refusals to hire In 166 establlshmen'^s affecting 1,380 persons. 
' ^ ^ . ^^e entered under , the Equal. Pay Act showed similar beneficial 

V. jresnlts/durlng^fi $10 million was found owing to 19,382 , 

: emplo^e^ for equal pay vlolations^'aSs a Result of compliance actions by the 



ndnilnlstratlve. and profesalonal emplOY^ Also.'durlng nscal year 107,, 80 
eiiuiU Day lawsuits were filed aud aeveBn slBnlflcant cases were roHolvcd. , 

I airfconttdent Utot the Joining toa^fher of the e(,uul pay an, age dl«crln.lna- 
thin Programs wiWthe title Viyijfrogra.n will '"'nyr. wo k 

iho » ,f„r wmiornl omfFJT^tn ellmftmtP dlscrlinlnntloa from- the Nation » _w oi it 



Htiuidards, 



the total Federal efftfft^to eUn^ate dlscrlinlmjtloa from- the Nation' 
HPPii.. In the case of the ADEA/cbvisoliaatlon wUK unify compatible at^ii . 
. K the ADEA was modeled oitltle VII. In the ca«9 of the KrA; coilSblldatlon 
will n fy an types of sex-relatld discrimination protection In-On.; agency. As I 
ndlcatod^,reviously. the Dopirtment of Labor «<U'P»rts the reoi-K^^^ 
proposal, and '1 can assure yl& Of our utmost cooperation to accomplish a 

^. ■ "^Turning .llow f rom the reorgaftiatlon plan. I would like to discuss the contract 

compliance program, AS Preslc/cni CiirtcT Indicated lU his mcssuKc to the Coi - i| 
g?esr«n executive order will clnsoUate the enforcement of the /j^f f ,^21'';."^^ 
compliance programs Into theU)epartment ■ of I-"''"'' °'Ll>'=Vt/in.;» 1 
, :> Exec^ oildei? consolidation w^ll mcau'the transfer of positions and 

*f "'"""you know, the dfflce of Kederal Contract Coinpllance I'^ograrps (OFCC^^^^^^ 
nwv lias an oversight role In the euforicmcnt of Executive Order 1U4(5, which 
prohibits Federal contractors and subcontractors from dlscriw uatlng In eni-^ 
plovment because of race, color, religion, sex, or natlon^ir origin. Upwevee.'F 
regardless of discrimination, these employers nuiKt also take amrmatl\c action 
to eu=!uVe equal opportunity In all areas of eniployment. In additlou to the 
• Executive order Mbgrani. OFCCI' also aduilnisters ouuiU employuieut opportunity 
: prognuus for hanTicapped workers and Vietnam era and disabled veterans, bec- 
tlon 503 of the Uel.ablUtatlon Act of li>T3 prohibits Federal .ontnu-tors and 
subcontractors from discriminating In eiuploymeut because of pbysk-al or menial 
huudlcap, aud re<iulres afflruiatlve action to employ and udvijnce In employment 
m abfled handicapped workers. Section -JOli of the Vietnam Era Veterans' Kead- 
justment Assistance Act of 1074 prohibits Federal contractors au.l subcontractors 
from discriminating iu empioymeut. requires the.u to take afliruuitivo action o 
cmplov and advance in employment (lualilied Vietnam era veterans duriug t e 
first 4 years after their discharge, aud reauires theui to take such action for 
certain qualified disabled veterans throughout their woEklng lives. 

These^grams establish coverage of employers through a contractua^^r^^^^^^ 
• ship The Executi ve order is, of course, ba sed upon the contract ug u< t f>rlty of 
Uie President while the section 503 and ■section 402 programs are estab ished by 
iislation Employer obligations under these programs are contract performance 
standards agreed to in return for payment from Federal tax dollars ; and thus 
IVdcial court cleclsious on the Executive order program have sjoumallv bu <l that 

Tts a Ahorltrto e^^^^^^ discrimination is broader than and not limited by any 

provision in other Federal equal employment opport.mlty laws such as ADLA, ^ 

^"'itir^ng theVast year we have made major Improvencynt.s in ilr^l-cdcrat i^n- 
trac (^?miliauVe programs. The enforcement of the Kx..c.iHve mjlef^program is 
- now at tlie highest point since the inception of the pn.graifl. Prior to lO'T. the 
Departmaitt had succeeded in debarring only 13 contractors from (Jove.-nment 
contnic^^vork Since January 1977, debarment actions have been completed 
Ag usi three companies. Admlni.stratlve enforcement artioi.s "e currently pentU 
i^g "gninst 14 other companies, aiid 5 other eurorceu.ent cases are j^ndirtg In tl»e 

. *'°0f Murse, while we will not hesitate' to enforce the Kx<>cutlvc order against 
■ etaidovers who dlsclrlnilnate or who refuse to take .afflrma'n-e net. ion. we are In 
^ tlTe I °Ss of achieving compliance, not debarring contrm'tors. W^^^^^ 
/ hav^ contractor agree to a meaningful councIUatlon agreement that to lose a 

: GovlSment contract. In that regard, we hav? been successful nchieving sub- 

stantmi Sliance on , a voluntary basis. Since 1969, an estlmate.J $200 million 
C b2en rStored to workers under the Executive order, some of. which was 
nlitnined lolntlv under the Executive 6rder and title VII. „ , 

* The ffir ment also has taken several Initiatives to substantial^ improve Its 

! nu™agSt capabilities. The Department has effected a- rertuctlop in the number 

ron,Tlnnt-e acend enforcing Executive Order 11240. New and revised reg- 
ItS wm soonSsu^ revise' the format for rompllance.by construction ' 
contractors and subcontractors and to expand protection of women and minorities 
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«JJO0; l>ei)««w^ J^^st^C0, and the 
he lisiBnailce bf Joliit guidelines on em- 
^'^>Witfi}n thi6 ^abor Departme the 
; Administration hdy0 entered into an 
ase mino)C.^^ enxi^lOj^u^ent and the en« 



jf fliTfi a/ pftw .procedures have been devel- 
~ ce reviews, including procedures for 
Ma'ams in an effort, to; reduce, systemic 
lofli'of the ^ftndiiapifed, worker regu- 
nearitig..^Another 80 cai9ei^ 4re in prep- 
worlter iirograto, ffiere have, b^en 



^? v*. pfoymeo^; iflectiW' procteidures, 

[tiatlntr cbnnractor amrmauvHctio 

3y ; Sation^'M of th6 hanmc-*,*^^**. - y*--* — ;» --"ic - - 

^-^^^^ revived In the past year. 

" ^mwSe&^t^v^^ niost have been, (ionclurfed. Also, anothbr 2,000 violaUons 

3 IflSSe^^ impiement€fd-a' new' enforcement poUcy of directed 

' iWmpUam^m across- the cciihtry involving violations of the veterans and 
liandlWP6d reiEDj^ total of 800 directed reviews are ujiderway. Under 

'ttff thik^ew eSorcement policy, the Labor Department will continue' to IniYestigate 
^^ihmtiauol 6^^ but: will' also conduct compliance revijpwe of randomly 

; flele<rted contractors and subcontractors. . ,v ' . , 

• Neverthelessi O^ abl^ty to "manageV the efforts of the compliance agencies 
■ jbas been encumbi&r^ by fragmeai^tlon, and lengthy and cumbersome channels 

of communication.' Our eacperi been that such a division of responsibilities 

siriiply does nbtVwo th^ollowing: promote cpn- 

' ^hi^stent stailfijCards, procedures; ai^d reporting requirements ; removifevcontractors 

- •^^^^^ prevent an agency's wial employ- 
^v nient;; objectives from being out^^elghed by Its procurement and construction ob- 
jectives ; produce mor'e'effective law enforcement through unification of planning, 
train^ and sane tioop and, as concluded by the Paperwork Conimlsslon, reduce 
vPaperwpjrk and Imp^^ systems. We are convinced the 
conspUdation. of ■ to the Executive order into the Department of 
lAbof 'will c^ntrlb^ 

d Jn.Biini^^ the comprehensive reorganization of the Federal 

r< WHBO effort wiU g^^^^ equal employment opportunities for our 

-^^^citi«^. Tiie DepartmiBnt of Labdr is totally committed to a smooth transition 
- anS t6 a vigprb& effbrt in the years ahead; My colleagues and I will now be 
■happy to^answer^ny a^ \ 

^''-'r^Ains^hSXtXT of JTAmks T. JMCoIntybe, Jb., Acting Directob\office of Manaqeme^tt 

• • . 'ANp'BtnWKT, BBFO the StmCOMMITTEE ON^LEOISLATiqN AND NaTCIONAL SEOU- 
■ "Brir/OOMMMTBE ON GOVEBNMliNT OPERATIONS, U.S. HOUSE OF HEPfiESEfflTATIVES, 

^i^^^^^^ members of the committee, I appreciate this opportunity to. 

appeat befojre you tM like to summarize a statement whlch^ am ^ 

submitting for the record. \^ , ' / • ^, 

* On February 28, 1978; the Vmident announced his plan to reorganize and.im- 
:^riive this Nation's equal empIoSment enforcement effortp^Thls plan makes the 

: Equal Bmploymeht Opportunity Commission the principal Federal agency in fair 
employment enforcement. Together with actions the President witt* take by Bx- 
iu :.<ecntive order to merge the contract compliance program in tfiiJ5be' Department of 
Ijibor, Jt consolidates Federal equal employment opportunity activities and lays, 
" for the first time; the foundation of a unified coherent Fe'deral structure to com- 
bat Job discrlniinatibn In all its forms. The President has stated that on^f the . 
' prime objectives of this administration Is improvement in the Qaanagement and 
7 enforcemenl^ of the Nation's, civil rights laws. -This plan represMljs a step in 
^v* that direction. ; . ^ , , .j- ^y ,-^ 

- , v-^^llie Government's eqilal employment programs have had only limited success.. 
' ' viiiChey have been beset, by pi*^oblems. My testimony on pages 2r5 provides exampleia 

•ofi'the burteis which the present ehforceme^^^ has Imposed both on 
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employera and the persons these laws were Intended to protect Let me men- 

3^'^*"^*"^^ dnpllo ated an InveBtl gatron of the_ 

DeDartment t>nUbOr'a Wagei and Hour Division on a ^ex discrlmraaUon 
dhffi MftUtalarge refrigerator manufacturer. The BlEOO investigator 
wa" not made awarS of the pOL Investigation until the EEOO's investi- 
Kation was nearly, complete. _ ^ ^ ^ _ , 

-^Iti'a case Involving a ^oal company, the EEOC found no probable cause 
. for an Indivldnal barging, party but did find cause on issues of afn^a; of 
employment to blacks as a class, In 1977. while attempting conciliation. 
It was discovered that the Department of the Interior had «lrea^ approved 
the company's afflrmaUve action plan and the goals and timetable it had set 
for the employment of blacks, ,1*1, itm 

Many studies have verified these problems. For example, in April 
Commission on Federal Paperwork made this observation about Federal equal 
employnaent opportunity programs: , , n 1 « 

"[lit has been apparent that the welter of confusing laws, regulations. Pp"cle8. 
and practices of a multitude of Federal agencies has militated aga^npt effecUve 
enforcement and Informed public policy." • ^ , ,^ ni^n 

Similar findings and conclusions were reached by the Commission on uivu 
Rightt? in reports Issued in 1976 and 1977 and by the House Subcommittee on 
Equal Opportunities last year. ■ , «««Li««,a 

The Office of Management and Budget^ analysis identified several problems 
related to organizational deficiencies in the present equal employment enforce- 
ment program. These problems, which I recount on pages 0-8 of my testimony 
Include: 

— Overlapping Jurisdiction. ♦ 
— Application of inconsistent standards. 
— Duplicative investigations. 
— Waste of resources. 

— Confusion over procedures. . • ' 

— Ihadequate attempts at coordination. ^ 

— Poor management. n 
^<3onflict of interest between program and oquai employment responsibilities. 
—Lack of accountability. , , , *. i *.u 

Many of these problems can be attributed to piecemeal development of the 

Federal equal employment enforcement effort over a period of more than 30 years. 

The time is ripe for bringing order and effectiveness to our equal employment 

^^^ThT ^fan proposed by the President takes steps toward consolidating major 
equal employment functions. Various components of the plan are phased in over 
a period of time to allow for management improvements and avoid unnecessary 

*^*Tlie 'plan assigns to the ElSOG the role of principal Federal agency in fair 
•employment enforcement. The EEOC was chosen for this responsibility for two 
reasons" Flrst/it is the only existing agency whose paramount mission is com- 
batting employment discrimination. Second, its size, experience, and scope of 
^ activities are consistent with undertaking such a role. Although the agency, has 
suffered from image and management problems,, such occurrences are not un- 
common, in a young agency administering a highly controversial and complex 
program. More important, the EEOC has initiated a major internal reform pro- 
gram which already has generated subatantiai progress, and is likely to improve 
the agency's performance quite sharply in the long run. 

The major elements of this reforfn pro^rram- are a streamlined field -structure 
consisting of 22 /district and 37 area offices, a now training program, a new 
charge-intake process, a rapid charRe processing ayistem, and the creation of 
separate backlog units in ejjph of its district offices. « ' , ^ 

The Office of Management and Rudget has. been monitoring EEOC s reforms 
closely find will take steps to ensure that timetables are adhered to and periodic 
evaluations of new systems and jj^roccdures are conducted. (Details on the initial 
Impact of the EEOC reforms appear fn appendix B of the report entitled "Reor- 
ganization of Equal Employment ^opportunity Programs" which I request be 
included in the record.) - 

The reorganization plan authorizes the following transfers of program respon- 
sibilities :^ • . n . ■ 

—On July 1. 11>78, abolish the Equal Employment. Opportunity Coordinating 
Council and tninsfer its duties Ip the EEOC. 
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je;(Hlti. . , , 

-^ttpriWlitlefcho^ the ^ 



iient'bf eqtia! emplOTinent inp^ for. 
^ ' i to the MOa 

rfrom the lAbor Department 

"■.'.Oa ' ■ < 
i'lK^SS of' my tiiitlmony. Let me 

, ibUlllle^ to tlie VIQOO^'jpSe pUui places tbe Oommisaion at 
tftjdwiliem enforcement Armed with thia new 

veapoiu^MUtyr t)ie ; W employ- 
idi^'slaiid^rdr api^^ to the ^tlre Federal Government, i^tand* 
wi»fa(lfd«tt|.VcoU^ programs, and 

fi^^^t^^^^*. oomplahitiAlld. comi^ance review priorities and meth- 
^^vUl hdp tO:li^ and inconsistency among 

:30in1eB Ck>mmi8Sioii'6 eqnal emplosrment opportunity 
-.^ jBX>04#iirinsQre tmiform implementation of title VIL 
:^epQ)OC deiiOnes the iQual e of private employees and 

MM^^^ It is the.agency that possesrses the 

!fkg/: ..KWiesfc dealing ^with equal emi)loyment problems. 

^%^^p^^Wea^^ the Civil Service 

the OSaon Federal personnel mat- 
grgi^Acrs^?^ he to insure that the transfer iilno way undermines 

;;^r;!;;^;;the objectives df the^iCivil set^ which the administration is submit- 

'00tingto Cong«eM/ th0:^BlSK)O.ft^ OSO are developing compatible complahit appeals 
M^j^fjffltema The plaa^ii^ to delegate to the OSO or its successor 

on discrimination 

tVp^matm with appeals of adverse actions. The 

:^>i\BBOC retain^ 

'^'^/r^f^ plaif traiiBfers^enforcement of the Equal Pay Act to the EBOO. The Equal 
^ ^5;v:i Fay ;Act;ttnd tttle^^ Transfer of the enforcement of 

; - "^^th^ would minimize overlap, permit better allocation 

.'>:ot|rtapiu^ of the prohibitions against sex 

;^>!I!t^e t^^ of the Age Discrimination in Employ* 

ment j|li,<ft to theFJEOO. There is now Virtually complete overlap in the employers, 
w ' U employment agencies covered by title Vn and by the 

Age Plsmniination in Employment Act This overlap is burdensome to employers 
^: aLad^Ctmfhiling to victims of discrimination.. 

the intent of the Congress that the Attorney Gen- 
eral xnayf iaia|te title Til "pattern or practice" cases against State or local gov- 
* erntoenta without the ncicesslty of awaiting the referral of complaints from the 
5;;. B^OQ-HEUi issae now disputed in the courts. v 
^' -Jn^^^j ljlliQn to the, changes proposed in the plan, the President intends to issue 
^r . ^ .anji^gt^^ October 1, 1978, to consoUdate the contract com- 

; : the Department of Labor; This consolidation will promote 

: f consiin^ procedtir^/and reporting requirements, remove contractors 

♦ irpnitne Jurisdiction of multiple agencies ; prevent an agency's equal employment 
objectiyes/from being outweighed by its procurement and construction objec- 
^tlves; and produce more effective law enforcement through unification of plan- 
ning; rtminihg, and sanctions.;^^^ 

^THki^^we do not anticipate mat the reorganization <*ontaljaea in this plan will 
psult in an overall ircfdiiction In expenditures, there will- be administrative sav- 
> ings attendant: to the creation of a more efficient and manageable enforcement 

data collection systems: and 

: dnpUcatire investigations will mean higher productivity, reduced burdens on 
employers, and, Jmprovbd services to those seeking relief from discriminatory 
.;./.:ipractIces. ■ : ■ ; . . • 

;^ The underlying premise of these changes is that the Federal Goveniment will 
f dev^oP' a coherent oiid unified equal employment program. Thdrt/consisteney 
' • dppUMttein^^aaidi gp^ wh^ch have Jed to imich.of the frnstration 

v^oicediW^thpse the laws are intended, to; protect' an^.employjers, and unions at- 
3 ?^ tt to comply with the laws mnst begin to disappear. We believe that this 
: Plan^repre8ent8;a major step In that direction. We hope that yOn will join the 
President In moving toward an eqnaf employment opportunity program in which 
all AmericauA can place thefr trust 
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ITBM 8. LKTTKB AlfD JI^VCLOBVWIt FBOH ScNATOB FBANX OntTBOH, TO BWAN ClAGUE,. 
I^0O27IA, N.H., CONSUXA»AirT, AlTD FOBMBB Ck>H MISSION EB, BXJBEAV or LADOr 

Statibtxob, Dated Jxtlt 81, 107S 

Bbab Db, Olaqus: Thank you very mncli for the excellent testimony at our 
hearing last week. You provided a great deal of penpectiye, along with your 
very helpful facts. | appreciate the time and effort devt)ted to your statement. It 
will receive careful attention and frequent reference as our study continues. 

I have corniced a Ust of questions and requests either made nt the hearing 
or added since. We w4iald like to have this additional material by September 6 
for inclusion In our hearing record. If it is not pdsefiblo to give a final statement 
on any individual matter, I would be glad to have an interim response indicating 
when the additional information will become available. 

With beat wishes. 

Sincerely, . • 

Frank Churoji, 

ChcUnnan. 

[EnclOBure.] 

Questions From Senator Frank Church 

,1. tYour statement, "At inflation rates of 7 percent or more^ythe early retiree 
would receive higher benefits after age 66 than the fellow yroffer who continued 
working until age 66 and then draw his benefits," is of great concern to this com- 
mittee. Would you care to Illustrate this point further? 

2. Your reference (p. 16) to early retirement as, the potential "time bomb" 
which would upset current retirement income programs Is equally worthy of 
close attention. .Can you give tentative projections ns to the timespan for such 
a calamity, If present trends continue? 

^ 8. Ton request "more intensive study of the early retirement problem In order 
to find out what could be done to bring the situation under control." What factors 
should be considered in such a study ? 

;':'4. This committee has reported that persons on retirement income budgets pny 
proportionately more of that income for items in which the greatest price In- 
creases are occurring: food, shelter, utilities, transportation, and, health care. Do 
you agree with that- statement? Would you cnre to supplement your earlier re- 
marks about the need for a special cost-of-living index for older persona? 
. 5. What suggestions would you make for changes In Department of Tiabor 
statistical reporting to better reflect problems of middle-aged and older workers? 

6. How much would nn elderly person's purchasing power be reduced if he re- 
tired today on n $10,000 annual pension at the age of a5 if our annual Inflation 
rate would be 6 percent per year for the next 12 pears? What would be the effect 
imder the same circumstances if the annual inflationary irate would be reduced 
to 4 percent per year? ^ - 

7. Would the development of new work nattenis — such as part-time employ- 
ment, phased retlremi^nt, and others — have any effect at all hi moderating 
Inflation? 

8. It is my understlTndihg that much of the Inforniation about early retirement 
In State and local governments is quite often unavailable or incomplete. Would 
you agree with this statement? And if so, is this another reason that you call 
State and local early retlretnent a '*time bomb"? 

' 9. Today, inflation seems to be more persistent than It used to be. Why is our 
Nation not obtaining more results in terms of controlling rising prices? 



Item 4. Lfhter and Enclosui^f From Ewan Clacub,^ Lacoxia, N.IT., Conslxtant, 

AND FOBMEB COMMISSIONEBJ^^BunKAU O^^ LABOH STATISTICS, TO SENATOR FRANK 

Church, Dated September S^; 1078 

' D'ear^ Senator Church: The atTached memoranduui provides the committee 
with my answers to the questions which you raised in your letter foljowlug the 
July hearings. , . , ; 

I have answered each of these question to the best of my ability within the 
time available. I hope that the answers may provide a basis from which research 
analysts could develop more and better information. 
Yours, 

Ewan Claoue. ' 

[Enclosure.! 



1 See statement, p. 135. 



62 




^' Mk.?I^ ^ ^ ^^^^ 



1 , 







IMitlbis rilteiii ^17 iMtecent o^ore, early 
irfb^iilWAftffr ag0 65 thw^t^^ tM&W Worker who 
}fSviM>ip4 ,Uien dr0w his |>toeflit8," in df great concern 

_^%f^rtfM^^ bo 
Snl^ng7lM9l4f^^ ftt 62 tirould have toj tak^ af 20 percent 
;%itmStU;tl(^ the early 

1 :|tttlx«^ Wbtdittfi^^ atiii 7 percent inflatlbn a^uatbent he would 

i% g^ *SH)7^|27ll^^ a Yu)ly enwloyed 

5 5 peirc^t a year would oWtald benefltiillgher 

6^ iin^tliipfitta^ retiv^^.FCp the fully em- 

Hi ad^tag^ny to poetponiB retirement uncil iigei 6Q with full 
iib]|ia>whathIghei^Atera^^ 4 r i 

r'^tljrere'wi^ li^ which have the eftect'(tf stimulating 

' i<iuit^>,raeyi^^ in MTeral issues of the Social Security 

[ueiitfdtt-l^aed by; Karen Schwab in the August 1&74 Bulletin Is : 
tldiials ai^'incoimi^i^ the labor force because of the 

^S?^^ ^^^^^ ^®P® of getting anotlier. 

i^i^PnUrtne^^ retiree would draw over $9,200 

li^ben^ over $8,000 in benefits! at age 66. An 

^^^^"^ - :ijx07idaa^^ olytain the regulfir 'benefitgr w<juld(require at 

>fHi$tiM1ta^ benefits bbtalhed by the retiree at a^e 62J 

yr^Anottir fiict^ of greater JaaportiEince Is the growing number 6f porkers retired 
;^;ftom pHvatirlndoBtn^ at age0,62» 60, 56 and evto as early as ake 60; Assumlnsr that 
m they havef plenty of 

f'^'^i^^'^^'- Inc^tiVfr^^^^^ earliest available date. There is not much 

ifSMjtT^ 'id^ waiting three retired ^ars to get 

|^'';:>fiK>ditt::aecprtty^^^^ ^'-.v' , • .'.^ ; ■ / 

^#?^iV'^^^^^^ aihnSband retired a« $800 a moftth with a^ife'aged 62 

i||;ej|^;^\^|^ble fot: $l^^a :ni6nth»%ith a neduction to 80 percent for earn retirement, 
^t^^f;^^^^^^^ dra# immediately^a Joint benefit of $460. a month; a loss of Only 

^^\v:t'-\ $(0'a:^inbnth^ or 8 percent. n.' - ^ ' , ■■' 

^^'^^ ,1 V<^dditionaI ezami^leB could be cited, but these should be:Btifficient td show that 
^i^v ;;y ^,f!adr^nMhy^:tiderlyi men and women bothi;^rly retirement at'^oderately ^edticed 
^iv^^w Vbenafits is preferable: to a S^year wait. Another advantage is that the^ purchasing 
0f!:^^'^o\p(yw^'^6t the benefit ^protected by the cost-of-living adjustment of, -the benefits ^ 
Iv' V^^^^^ statiistics of early retirement demonstrate^ the extent 

V :^ . to whidh the ipvprkera are purposely making *what to ihem is a favo^ble choice. 

' All the above Is now history. An entirely new situati^ has ^een created by the 
:.v V ; 4977 amendments which provide for indexing the workers* earnings in past years 
|i ■ • « . bjr^^ Consumer Price Index^ This results in an entirely new calculation of retlre- 
(t'^tl^::??^^^^ is not possible at this time to Judge the 

Ihi^i^W Impact that this new 

K;;: r . " \r.^:Wueition £. Your reference (p. 16) to eariy retirement as the potential "time 
S bomb" which wonld upset current retirement income programs Is equalljt worthy 
,r5: -i of close attentionr Can you give tentative projections as to the timespan for such . 
: calamity ^*ifj)resent trends continue 
: jiC^ reference to a "time bomb" referred to the delayed impact of 

;;. x^' ' a retirement sy^tem during the early years when the system is expanding rapidly. 
• [Wh^ a retirement system is first established there are vast numbers of contrib- 
: utors and no retirees. CbQtributiohs cpme first, i>ensions later. When social 
*'''^*f^^Bectiritr started -in -19^ -were permitted to qualify with only 

^slx quarters of coverage. That basic requirement was Increased year by year 
w • until the standard 10 years, or 40 quarters, was reached in 1946. Congress also 
^i'Hr Umited^^^t^^ w^r years (1941-45). since the reserve 

f y^:- .i^^ rapidly, desiiita the low contribution rates. Then in 1960. with'a 

1^ 1 "f Jiorowing reserve fund* Congress changed the rules and established only a five-year 
rjiigg^fyQ, • ' . !' ■ ' . -.1^ 

iem in the TTnited States was established on an 
the private railroad company systems were 
id workers (whether previously insured or not) 

■ - - , # 

: i Norember l97i. "Retirement History Stti^Ii IntrodacHon'^ AtiCT 
T^Abor Tbrci^ Withdrawal of Men"; September 1974. "Labor Force Status, of Non-Marrfed 
W^men on the Xbreshold of Betir^ent." ft;-. 



. Olie^ railroad retirement 
'Entirely : diiorerent basis, 
nattonalized in 1986, all 




'^^if^irtfi'^S^^^ would hare been lniposslble: there were no such 

*'??^^.°?n *h«'lMi>'^ jrat ttese'lrelaUvely nnorganlze<l workers began Joining 
"^mXtt^^l^i^arement problem in this area Is i^H«M?s^nTlfwho?e ' 

employment In the D.O. government from the early 19508 to tne preseni. 



TABLE l.-EMPLOYMENT IN THE DISTRICT OF C OLUMBIA GOVERNMENT 



Employment (thousand*) 



Year 



Avaraga 



Increase 



1967--.Zn--I-X!---------.II------ -Ir 

19g — » — — -- 

ml-ZI-lIIIlIII-lI-I — I- ----w--.- 

i9757A\"IIIIlI-'II-I^-""----r 

1976 ; 



lIKi (iuna)"! — —.-I -I-—' 



19.5 ... 

22.1 

26.9 

28.7 

29.1 

30.1 

32.1 

35.0 

37.2 

40.4 

43.4 

46.6 

49.0 

48.6 

48.1 

49.9 
151.4 
t 52. 3 
150.0 
148.^ 



2.6 
4.8 
.9 
1.3 
1.0 
2.0 
2.9 
2.2 
3,2 
3.0 
3.2 
3.4 
-,4 
-.5 
1.8. 
1.5 
.9 
.-2.3 
-1.7 



i MciudtDf Mttfo. 



'••v'. (Kmi^ the rate mQltlpUed. 

. l^Qbe it 7 10,000 (80.1 to 

. 49.0)r*4kV|^ 6&.p«r^t Then employment stablllied except for the 

: 0v|lttftnMim in; tM^tm^^^ (tlM new underground transit •yetem). 

' : ; ^i^43ie!lni ayatema covering the above 

^^^^f^Vl^tniH not funded, being paK^ foe out of annual approprla- 

" ni^Jm^ moderate, baaed pn the relatively amall number 

M iMi^ the.«icnUt« of the 1IMM>V But the }9e6-71' recruits will become 

V ' tfUlWi^lii the'}90(fp^^t.c^ pf .mn^analon and Inflation will explode at 

tfe;thatlotwtlide."'-^^^^^^^ .r',.it. 

iX!'? ^'iiuBbile^^m hearings hare highlighted this retirement problem. 

e^A'I^^^ Qoveflnjnental Affairs and the 

tf F« Eagleton) held hearings 

> the. D.a retirement systems of policemen, fire- 

H > Senator Slagleton conducted the hearings on those four 

:3 rP^O* retty^pui^ ' • ■ ' • .^i*:iuvf • 

^ ''C;^ The jfeAeruBndi^lons were tha^D.fl^^lpfl the moat generous pensions of any 
Stat^ or local iSreximent In the United Stites. The disability provlslcms are prac- 
tlcaUy 1^ nearly all D.O. policemen (08 percent) and flrem^ 

(M percent) vetilied on: dlsablUty. Subaequenlly, the proporUons decUned to T7 
; -iWeto^' l^^ and 67 xwrcent. No city In the 

. f United Btatiitaaa.aag^erbnsdlsablUty ^ . 

:r great slgiOfloanee of the disability decisional Is that dlsablUty. payments 

^ > exempt from Income taxatlour Mayor Walter Washington In nui 
' V testUncmy enil^tmM those provlalonjLwere legislated by the U.S. Congress 

' and not by the DiO^ goyernment Senator lEDagleton agreed that these generous 
; provislona were the responalblHty of the Congress. Be then went on to comment: 

nonfnnded, police and Are; marginally or meagerly 
p diimded for teadberau The time bomb In the Dlstrlqt of Columbia ticks at a faster 

^ ■ . ,^ ^' ' r^V, 

- i ltvia likely that the disability legislation now under consideration for 9:0. will 
V. t>e imsaed by the Senate ^luid Uie House, thus Introducing some moderauon into 
ith^ ac^t^ But tUs revision is. only marginally related to the retirement system 
fdr other BjO. go.yemmecittemployees who are many times as numerous aa police 

V -andikemen.' These other professional, administrative, and clerical employees do 
' V ' not have the aape dimbillty experience aa police and firemen, nor do they have 
' such liberal dffij retirement benefits. But the total cost Is much higher. The 
V: ' D.C* government Is qnlte in line with other Statues and localities on the more 
T ; generalized retirement and disability provisions for city employees. If D.O. is 

In prospective financial troubles, so are many others. 
If State and local government employment continues to expand as rapidly as 
Si-^rvit has during the last quarter century, the financial crisis will be postponed for 
r ai^decade or two; ^nt if the Oalifomia proposition 18 takes hold In other States. 
; .. and localities, the financial problems of the States and localities will become 
natlonfll problem of major dimensions. 

Que$ti<m S,' You request "more intensive study of the early retirement problem 
in ordex: to find out what could be done to bring the situation under conroL'* What 
factors should be considered in sUch a study? 
lte^on$e. The most urgent need for the analysis and solution or the problem 
* Of early retirement is the . collection and publication of statistics which would 
show the dimensions of the problem in future decades. The'DMt question Is, at 
>4^r . what ages* are government and private industry employees retiring and drawing 
5' their pensions? N^^^ ■ , , „ 

n:^. FoExthe Sederi^^m'arnm^t, the C<JiTll Service Commission as well as other 

V ' agencies^ issue comprehensive statistics on this subject. In State abd local 
' must be available in state and local records, but It is now 

largely tmpubllshed and uncollected on a national basis. There is a further ques- 
rv tion as to whether the governments ^ould make such Informatlbn available to 
the general public Would there be any posslbllltF, even on a sample basis, of 
developing some sta^stical trends which woold make possible the deyelopn^lBnt 
'V i of some future projections? In private industry systems such information is no 
- ';V d ' 



/ BnbcommlttM hearings, Feb. 28, 1&78. p. 18. 
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A nflcond problem rti^n to the comblnntlon of '«"f«n»o°t "J"'''^^^^^ 
Tul v^irfli novnrnment hai recently iMued ■omo BtntUUca Hliowlng tlio extent 
to thi A m UUrrreTreU^S^ worklnR nt 'ull ,»y In 

the civuian aK^Uct'"of th e Fed er al G overnmei>t^UFther»Qr ... '^'''r?"' J 

When basic subsistence coats are'hlKli. the elderly P^'f?"^ 

TK^arKmnvoxp"^^^^^^ had shown that tbe pattern of exi«ndlture of 
Se e?de?ly did not in,, tel. "losely tbe patterns for tbe standard four-person family 

'Xwe°v« 'tbe needi of tbe "Rreat society" -..roRrn ms pl.|s tbe outbreak of the 
wa"7n vTetuam Sked ont tb.- possibility of estahllsblnR <'"""°»'"5 
rxpcndltureXdles, wblch would have been requlied to construct the Indexes 

'°NW fhiftL CPI has Just been revised, tbls Is a most appropriate time to' 
' coSr tbe estabHs^unent of an elderly couple's Index, witb perhaps separate 

''"o'!;;^«Sf f wTat'sTsSstroCwo-ub^ you make for cbanRes^In department of 
Laborstatistical sporting to better rellect problen.s of mlddle-aged and older 

"^J^tmLe Thfs question raises the Issue of additional information which might 
be eouS'by Uie BureL o^ Statistics. Tbat bureau f"""* 

nrpn« ^ researcb that are germane. There Is now In preparation an article in 
ttniomhlfLaL "Employment Characteristics of Oder Men ' 

S Phmp K Rones, an economist In the Office "Jf Current Emp o^^^^^^^ 
This will appear In a near-future Issue of the Review. The following is a Driei 

''"°S"aK?o'<M^°e7or^^^^^^^ older persons Who do continue to work. The 
fllsc^rfon incfuderthl major factors ^Ich <:ont''»'"te to the older workej^^ 
dM^XTto remain on the job- and how these factors are reflected In em- 
^. pl^ymentcha^^^^ emphasis Is placed on the rea^ns behind 

% the Indtlstry and &cupatIonal employment patterns of older workers. 
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r^.r ^ A#illmittMr provide »l«nlflcant 

H iiifeMWwttJ*^ 05 this BLB atudj. but which wqujm 

i«>tl M ii > ro h » Ivtte^ttUlmii^ and benaflta, How many mtddle-agod 

; «r^alaarlr.<^}«n^^ drawing retlrament bonaflu? Tharo 

« nilihttiM fUrlX^^ worklnf In prlvAta Induatry, Or 

Ji qOI»nrM|y aarlu^ >^t^^ • govarnmant job-* 

1^^^^^^ ; v Btata^ air loiipUvw^ ratlrad trom ona private Induitry 

.\ ^ nught fliUIr amplO^ laaat combining waga and retinHtnent 

^ ^ lacona abd poailtd^ 

: / Avimar angle whii^ ialgat bia explored ia the extent to which profeB8lt>nala 
;!iy!i<l '^ttraea wtUi idnitiaatniliTe 11(1118 become lelf-employed workers while they 

J; :;:/ oiia a^pjiact of^ratliriiQeiit.ayatema which could uBeHully be explored, 

'^^nmf ia^a banafltaxperlen^.or.workore in Induiitrlea and occupations In which 
V fbaraia'^iich. labor turnover. This might stem either from the worker constantly 
: ' aeaklDg batter Joha or^firpm liuainesa failurea, espedally of small and medium* 
v al|(<NI flrma* been cited of workers with a lifetime of work 

v^, ^pedenciPbiit iHthait earning any retirement benefit except social aecttrlty. 

IThara havei beeh 'gome valuable studies focusing opoa the age groupa O2-04 • 
, The age groupa which have not bean adequately survankl in 

s':^ these oldey worker atu4|||i are those and 05-50. .What is urgently lEieded 
. laaome kvp^laage of ttMrleaetent to which workers, men and women both, combine 

• work and reHrement-rft What agea and at what income levels, 
' ' tike^Him B, How much would an elderly person's purchasliiis power be reduced 
, . fl hlft rattratt tod annual pension at the age of 65 If our annual 

'thUatiotiirata would be 0 percent per year for the next 12 years? What wot^ld 
■y,- / to the elfect tmder the same circumstances*lf the annual Inflationary rate would 
':^v !. b^^ y * 

iSi^tponae. A retired worker drawinir benefits bf $10,000 a year would have 
: the^p^ g-^d i>ercenl^ijbfiatlon rate over a period 

fv 4<)ff 1^ jreara ,(|0,O67), The fbllowing table ahowa the ahrlnklng purchasing power 
! .of that pension. For this calculation the result^ are rounded to the! nearest 
doUar. 

Tear: ' Purehating pow^r 

:■ , 1 . «. ! 110, 000 

2 ^- : 9,400 

. — 1 . 8,886 

4.- 8,200 

r> « T.TO8 

. 6.^-« ^ 7.830 

7 i..^ — . — 6,800 

. - «^-™-:;-™^-_-;:.-_j-™..„„.. ^ 6, 477 

» 0- . 6,088 

" V • 10— ^ 5,728 

11, _ — ^— ...^ 5,880 

12 ^ ...^ 5,057 

At the end of 6 years, the retiree would lose over one-fourth of the value of 
his pension ($7,880). In 0 years, its purchasing power is almost down to 60 percent 
of the original benefit 
At an inflation rate at 4 percen^e retiree comes out much better. ' 
" Tear: " Purohatinffppwer 
. 1 — ^ „ . . 110,000 



At th« end 



. . .J.» MiirM la down tboHt 10 porctnt (Ifl.Wa). "t J 
_ 5 i'JnT(57%wrii tW^^^^ 

nec«Mltlw of toM «""ViVLm 12 bo fnr too low nn entlmiity. With 

Furthermore. %OT«rlyMUw^^^^ pronport of nl.out 10 

5„lodofep«cnt«nn«nnfl«tlon. « pMn.p..^ ' 
▼ear: . - $4.7M 

18 : 4.408 

14 . - 4.200 

IB 11"""!" 3.048 

.iSvSK— ^^^^^^ 

' Inflotlon? . • , , h „- gonit- jDffrct In niO<lerntln(t inflatjoii. * 

Re$p<m$e. New work Pn"«"' f ^ ^ho ^m" will dopend upon tlio mWt . • 
but thor xnlirht alM have arevorBoeffc^^^^ tc«Uil.on>' clte<l tl.» 

of the earaingi upon the rel'""*"* •; 
example of the retired woma» who " hrnutunin wInt^T inoiithB. • 

and then drew »"e'°P>K"' ^-""^ 
when no work wa> •valloWe n ^"J^" would ReneratMnore 

Tu^irAr'&'lfi.'^ °' resutUnK/rom . 

nfeSTrt.tln.e work throu^hou? the year coujd o^^^^ ' 
InOitldn. At the new 1078 cnrnlnRfl rntc <lf '^-O^p"^,,^ ,^,^"„ u,W<.? lnflj.t»on. It hlR 
•. more than »8d a ^V^^l^- '"''JZ 'linn .woul(t hnvo 'to l.o If hl»' 

ffl"yTkeyhr.Te^rrS\rtL^e SN'^he'^^nlt heJe would .o the ^ppo.lt. 

Who Krndually retired by *hcat%lnK t^"^.*""" ?^,""ii„,Xn^^ retirement money 
Tk" on throuKh 09. 7l'th'''".;;;*'VTt method of grnXl rotlWment. 
would bt saved,for the 'V"<l*y work wid onsnlim*, 
^ere !« n needfor more exploration "^"^ „,^^ W.^he retirement fn.rtl;..\ 

wWA. JSfrtild beneflt the worker "* "'^ san e ' ""j'l/^^iformivtlon nl.out early 
snt IS mjf ""-^"f*^" one , nnn*allnbl* or Inoom- • 

rtHrfifient In SJnte ""d- «^nl Ko,orn^^^^^^ j,,,^ reason that 

plete. Would you ain-ee Witt t^H Ptntem^^^^^^ 

?ou callSthteiuidlo«l early rrtlreme^^^^ , Borer.iments are 

^ Re*pon»c. Early retirement Htnt|sHc«^ for j,j„, or 

'• Kenernlly unnvnllnblo or '"'^'"I^f voluratf of Information, 

local Rov'emment mtfy ^"'8 JM^e yeqords a^^^^^ ^. 

Some of these nrelntecomfers In retlromonr p^^^^^ i^,, „^prun,ent or- 

twmb." As previously noted. "t^fnr ouVrun the payments. It Is.only 

\ " ■ ^ertre»r5;n"d"&rU^t'C'^^^ future that the nnan«al 



^ v'V. probieM^^^^^^ prospectively alarming. The trouble is 

\ ; lhat-State and lo^l le<^^ interesj^d in the next year thaaittjJJiie 

i^tfeaMqjt 5,- Todi^> inflation seems to be n!ore persistant than it used to be. 
> i-y^f^hy^^^' j^^ results in terms of conty)lling rising 

V-^")^ ' J^^ there is no agreement among 

J bislne^smeniJabor lea^^ gbv^rnmenfe oflaclals on how to cpntrol it Even 
• -r^ agreement as to its cause and 

■ CT .contribuUng factor to see 

%hatit3 impact is^^^c^^ i ^ , 

. Jn'ietms at its riis^ and -wfetehti the most dominant factor is wages ai^ql salarieB.- 
^hict cbmpriSe about 75 percent 'Of •the gross national product. Wage And salayy 
BcreaBesJttrfe iisually n^ by nonunion employers) at a level 

wJBfid^t to cover the. 3?e^^ Consumer Price Index. In addition, it 

to reward labor fOTV the rise 
y - J plus a prodnctivity 

^ " iiicrease^ 3 pelte^t, a" 9 .percent wage increase (average for the economy, as a 

& , ^ the coat of living plus productivity 

' (io'r effinplerlO or lSpercent a year) wiU guarantee further infl*tfon. Of course, 
i hi^ly?prbauctivd; induct a 5 or 6 percent productivity improvement can 

i 5pay-TO percent wltbaut raising prices. But themajdg^ 

'•^^^ industries with negligible or declining productivity 

' > '5^^ an TTiA wncfp inweasft that the more productive 



'fiiid 'their Worki^)^^^ increase tjiat the more I^roauctive 

tedustidea are obtaining. That situation forces a substantial rise^ in those prices 
and^^ri8timulafc$5 further InflAtiw^ . ■ 

- T^^o^addlfional factocS^are now operating to increase labor costs and thus to 
^er^ prlc^ increa'seffli One is the 'Establishment by law of higher health ^nd 
^r^«^4^ :iw<inafW 1q nifAflHv havinfiT an economywide effect 



. to^^^^^ 2 percent (national average) , not the 

^">^brmer S^pftw improved 
'■V> Bfandafds loweri>roductiiity a^^^ labor costs, then wage increases have to 

be restrained, i - * 

' • th^ . 

: V ^ ^^ «klUdi, file uneduc^^ pther handicapi)ed-who we ?it the bottom of the 

■ goyernmefita periodically take action to 

raise th^ Is taken for several years, which has re- 

: cfeiiOy'beeti the case, that minlmvan stiU appUes to ma^iy employed workers; Then 
whSn revision legislation is passed, there is a substahtial jump in the^amount-^- 
: ftom^ $2:igi5 an hoiir to $2.65 in 1978, and td $2.90 in 1979. That is elt^ overall in- 
^crease of oyer 23 percent in 2 years. The immediate effect will be a major increase 
• In labor costs in those industriea with large numbers of unsMlled workers^ fol-. 
. Ibwed by a substantial rise in the prices, of their goods and. services.' 

■'^ There will be two subsequent results. One will be a rije ih unemployment of the. 
^unskilled. The papers are already reporting stories of employers economizing^n 
4abbr. There^tvill be^more cafeterias and fewer restaurints. Mecha'niziation will 
> take place wherever it is possible. In the Bistrict of Columbia there is a proposal 
for a^Tninimum wage of $3,25," which would assure some additional unemploy- 
r m^nt in the District, sinice 6ot'h Maryland and yirgihia^will have lower minimums; 
. The 'other result will be a sharp* upward movement of Vvages just above the 
minimum. Workers Kho hJLve been making $3 an hour, nearly 30 percenrf higher 
than the' $2.3{f unskilled, will make, demands for the establishment of a larger 
/differential above $2.90, onfe more appropriate, to their higher skilL So up through, 
the wage structure there will be s6me rising wage adjustments ta restore^iin 
some degjfee at least, a'slgriifi'cant differential for the higher-skilled workers. 

For the future, the present wage progrram provides for annual adjustments in. 
the minimum. This will produce more, gradual increase^ and avoid the heavy 
impact of thfe^lOTg^ increases. For the present, howeverj^. the outioqk is for 
rising labor costs and higher prices in 1978-79. . • < 



BUSINESS PROFITS 



After wages and salaries have absorl^ed 75L percent of gross national product, 
there remains 25 percent, which cocBists of perhaps 10 percent for rent; interest, 
and capital replacement, leaving abdut 15 percent in profits to the businessmen. 



•l^a^^ti^^ 25 ta thereisle^alwut S to ft per- 

; ^^^T^^ That It6m is^hat tFToyides for economic 

';^^sS®^§^mt» to the stockhoi^ 

Income tax on^^to^ profits ar^ taxed twice, which Umits the fund? 

avaHable fornno^ investinen countries, business profits whicli 

are reinvested immediately in enterprise; are not taxed, thus encouraging 
profltaWe businesses to expand. In the United States, there have been occasions 

::wh«i Cohgr^'ias exempted from profi^ts taxation, but t|ie . 

total amount has 'ho t been larger ^ : . ' • . ■ ^ ^ ^ 

' ^ ^The of profits is that a reported lO percent 

^ IhcreaTO in bti^^^ea8:p^ofitB 8^ fact it amounts to only 

^ percent of iOIjrP.^I^ away, could 

"«BSult ii^^B^^ This is the only way that the 

^BOnOTOT^'W , . XT li V 

• are dome econSnie data which point directly to what people in the United 

States are doing with their savings, namely, investing in land and homes. The . 
spectacular Increases in the price of land and private homes are clear-cut evidence ^ 
'of iiedple t)utto isoiHething which :will.lnsure their protection^ 

against Infiatlon; :- ; . ' ^ . ^f^. 

m is of some Interest to note that the two advanced nations which haye^ione 
weU In protecting; their 1«M>nomies vfro infiatlon are Germany 'and JapanJThe 
Germaii people have had two disastrous experiences with infiation—World War I 
and World War II. /pie Japanese experienced the second. The labor movemehts 
III those countries are wiUing cooperators with the goV^r^enrin checking 
■infiatlon.-/" ■ ' .V ' -i^^^/-^^ •' ' "-i-/ . 

• :.; ■ INTERN" ATIONAL . . ' -^^'''^y 

' The U.S. dollar, which since *World War II has been ^e traq^ld's basic currency. 
Is falling in value. Qne major factor in this situation ha& bl&en the enormous cost 
of oil impbrt# Keceht figures indicate that these comprise about 50 piercent of . 
the UiS. adverse balance of trade. The omiuous outlook for the future is that the. 
weakening of the dollar Is already giving rise t^ a proposal for another Increase 
in the world' price of oil. That w^uld tesult in a stilMarger U.S. deficit in foreign 
: exchange and a further weakening^ of the dollar. . 
j Meanwhile, doinestlc. oil prices (for oil wells in current production) are being 
held down to less than lialf the world price. The United States is the only West-, 
ern industrial nation which is not^onomizirig ah oil consumption. G<^^ine 
prices are less than half of those in hVestern European countries. If jiiomes tie oil 
production cpuld be increased ancN imports deci-eased, the dollar- would l)e 
st^lStJlBned. Furthermore, U.S.- self-dependence would be increased at a time 
when the wofld economic outlook is becoming more uncertain. 

The same point can be made about natural ga.st.vltis the l)Gst of all fuels.. It 
.Rhould be the highest priced^ not the lowest ; and the price should'be high enough 
^ to promote more domestic exploration. i 

Finally , the continuing decline in the purchasing poWer ot the dollar will stim- 
ulate further Inflation in the United ^tatfes^M^w imports (materials) are neces- 
sary for the gro'vvth of thie U.S. ecoriomy.^H9nai purchases abroad will cost more 
in dollars and wiU raise the U.S., prices of the final products. 

In summary,, the best solution to reduce U.S. inflation is to increase U.S. pro- 
duction and strengthen the dollar as a world currency. There is some risk of a 
business r<?cesslOn, but this could be mild if action is taken soon. It Is Imperative 
to avoid a flnancial crisis of. the 1929 variety. - 



